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FiEST. Early Condition in the Oil Industky. 9 

I. The dependence of the petroleum industry upon a 
continuous supply of crude oil and the uncertainties as 
to the supply give a hazardous character to the busi- 
ness which has profoundly affected the whole course of 

its development. ° 

II. The conditions under which the early oil business was 
carried on necessarily rendered it speculative in the 
highest degree. 13 

III. Prior to 1870 the rush into the business of refining 
oil had resulted in the erection of refineries with a total 
capacity far in excess of the amount of crude oil to be 
refined, and the profits of the business consequently 
fell off. Many of these refining enterprises lacked all 
the elements necessary to ensure permanence and sta- 
bility and could not continue under the new conditions. 15 

Second The Eise op the Standard Oil Company and 
the Development of the Standard Oil Business Down 
TO the Trust Agreement of 1882. 19 

I. The Standard Oil business from its inception had ele- 
ments of permanence, stability and successful develop- 
ment that were generally lacking in the enterprises of 
of that period, and at the time of the organization of 
the Standard Oil Company of Ohio in 1870, was already 
the most important single factor in the oil business of 
the country. 19 
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II. The acquisition by the Standard Oil Company in 1871 
and 1872 of various refineries in Cleveland was the natu- 
ral result of the conditions prevailing in the oil industry. 22 

III. The expansion and development of the Standard Oil 
business subsequent to 1872 followed a natural and 
logical course. So far as the acquisition of existing 
plants played a part in such expansion and develop- 
ment, the most important of these had been acquired 
prior to 1875. 24 

IV. Pipe Lines. To insure an adequate and constant sup- 
ply of crude oil for their refineries, the construction and 
acquisition of pipe lines by the owners of the Standard 
Oil business became a matter of necessity. On the 
other hand, the expense involved in providing an ade- 
quate pipe line service to reach and conserve the output 
of crude oil was such that a very large volume of busi- 
ness was necessary to justify the undertaking. 29 

V. The Empire Transportation Company properties. The 
purchase of the refining interests and the pipe lines of 
the Empire Transportation Company was necessary to 
put an end to a ruinous rate war. 32 

VI. Other refining interests. 33 
A number of refineries were purchased during and subse- 
quent to 1875 for the purpose of establishing the busi- 
ness at new points or enlarging the refining capacity at 
points where it was already established. 33 

VII. Extension of Marketing Business. 35 
The Standard Oil marketing business was naturally ex- 
panded and developed concurrently with the extension 

of its refining interests. 35 

VIII. Lubricating Oils. 36 
The owners of the Standard Oil business in 1877 or 1878 

first turned their attention to the making of lubricating 
oils, and thereafter entered extensively into the lubri- 
cating field with the object of utilizing the residuum re- 
maining after the distillation of refined oils from crude 
petroleum. 36 

IX. Marketing facilities for Lubricating Oil. 38 
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The development of the Marketing business for lubricat- 
ing oil naturally followed the acquisition of interests in 
the manufacturing end of the business. 38 

X. Miscellaneous Acquisitions. 39 
Some Miscellaneous Acquisitions were made by the own- 
ers of the Standard Oil business prior to 1882 having 

in view the utilization of the waste products or the 
effecting of economies in the business, or other purposes 
having to do with the promotion and welfare of the 
business. "^" 

XI. Acquisitions were only incidental to expansion of 
business as a whole. 39 



Thied. The Owneeship of the Standaed Oil Peopeeties 
Down to the Time of the Teust Ageeement of 1882. 41 

I. Until the 8th day of April, 1879, all the properties ac- 
quired were paid for by the Standard Oil Co. (of Ohio). 
The properties were either conveyed to the Standard 
Oil Co. (of Ohio) or the stocks representing them were 
transferred or issued to individuals to be held by them as 
trustees for the benefit of the stockholders of the Stand- 
ard Oil Co. (of Ohio) according to their proportionate 
interests in that Company. 41 

II. Properties held April 8th, 1879. 46 
The various properties acquired for account of the stock- 
holders of the Standard Oil Co. prior to April 8, 1879, 
which were represented on that date either by the stock 

of the Standard Oil Co. or by stocks and interests held 
in trust for its stockholders, comprised all the essential 
factors in the Standard Oil business represented by the 
stocks and interests named in the trust agreement of 
1882. 46 

III. The Vilas, Keith & Chester Agreement. 49 
On April 8, 1879, all the stockholders of the Standard Oil 

Co. (of Ohio) and the individuals in whose names the 
stocks and interests theretofore acquired and held for 
their benefit stood, and the Standard Oil Co. (of Ohio) 
itself executed an instrument evidencing the rights of 
the stockholders of the Standard Oil Co. (of Ohio) to 
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said stocks and interests, and transferring the same to 
Yilas, Keitli & Chester for their benefit, and said stocks 
were transferred on the books of the respective com- 
panies to Vilas, Keith & Chester, Trustees. 49 

IV. The Period Covered by the Vilas, Keith & Chester 
Agreement. 53 

Acquisitions made subsequent to the Vilas, Keith & Ches- 
ter Agreement were paid for either by the Standard Oil 
Company (of Ohio) or by one of the companies whose 
stocks were held by Vilas, Keith & Chester, and the 
stocks representing such acquisitions were either trans- 
ferred to Vilas, Keith & Chester, or put into their cus- 
tody and were held for the proportionate benefit of the 
stockholders of the Standard Oil Co. (of Ohio). Vari- 
ous changes in organization were effected for the better 
systematization of the business, and the business as a 
whole, represented by the stock of the Standard Oil 
Co. (of Ohio) and the stocks held by Vilas, Keith & 
Chester, was managed for the common benefit of its 
common owners, the stockholders of the Standard Oil 
Co. (of Ohio). 53 

PouBTH. Tkust Ageeement OF 1882. 56 

The Trust Agreement of 1882 was merely a change in 
the form in which the common properties represented 
by the stock of the Standard Oil Co. (of Ohio) and the 
Vilas, Keith & Chester stocks were held for the common 
account. The trustees named in the Trust Agreement 
issued to the holder of each share of the stock of the 
Standard Oil Co. (of Ohio) twenty trust certificates to 
represent his interests in the Standard Oil Co. (of Ohio) 
and in the stocks held by Vilas, Keith & Chester. The 
Trust Agreement was devised as a simple and effective 
plan for holding the common properties and furnishing 
the common owners with suitable evidences of their re 
spective interests. 



56 



Fifth. Eelation op the Business at the Time of the 
Trust Agreement to the Business of To-day. 58 
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The properties already owned by the stockholders of 
the Standard Oil Co. (of Ohio) in 1882, included sub- 
stantially all the properties now owned that have not 
since been originated by the owners of the Standard Oil 
business. Except as to properties which had then 
already been acquired, the plant of to-day is almost 
wholly the creation of the owners of the Standard Oil 
business. 58 

Sixth. Cobpoeate Organizations Since the Tbust Aqkee- 
MENT OP 1882. 62 

With yery few exceptions, all of the companies whose 
stocks are now owned by the Standard Oil Co. (New 
Jersey) were either among the companies named in 
the Trust Agreement of 1882 or have since that time 
been organized by the Trustees of the Standard Oil 
Trust, or by one or other of the Standard Oil Compa- 
nies, and their capital contributed out of the common 
moneys of the owners of the business. In nearly all 
oases, the properties held by these Companies were 
either owned in or prior to 1882 by one or other of the 
Companies named in the Trust Agreement of 1882 or 
have since been created by the owners of the Standard 
Oil Companies. In the most notable instances, the orig- 
inal capital of the companies was paid in moneys and 
properties which in 1882 belonged to the Standard Oil 
Co. (of Ohio). 62 

Seventh. The Pkoperties Owned at the Time op the 
Passage of the Sherman Act and the Properties Now 
Owned. 69 

At the time of the passage of the Sherman Act all of 
the essential factors of the Standard Oil businsss as it 
exists to-day were held by the Trustees of the Standard 
Oil Trust for the common benefit of the holders of the 
Standard Oil Trust certificates. 69 

Eighth. Issues op Trust Certificates. 

The issues of Trust Certificates subsequent to the orig- 
inal issue of seventy million were of small importance 
so far as the issues in the present case are concerned. 75 
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Ninth. Dissolution of the Trust ; Common Owneeship 
NOT Affected. 75 

The ownership of the Standard Oil business and of all 
its constituent factors has been continuous and was 
not affected by the dissolution of the Trust in 1892. The 
stocks of many of the important companies held by the 
Trustees prior to the dissolution of the Trust passed 
immediately from them to the Standard Oil Co. (New 
Jersey) and have since been continuously held by that 
company. All of the stocks that had been held by the 
Trustees, or the properties which such stocks represent, 
were vested in one or other of twenty companies, most 
of which had been originally organized by the Trustees. 
The stockholders in each of these twenty companies 
were identical from the time of the dissolution of the 
Trust until all of the companies ware acquired by the 
Standard Oil Co. (New Jersey), and each stockholder at 
all times held the same proportionate interest in each 
of the twenty companies. The business was a unity 
and indivisible. It could make no difference whether 
the interest of a shareholder was represented by one 
certificate or twenty certificates. 75 

Tenth. Upon the Acquisition op all the Stocks op all 
the Companies by the Standard Oil Company (New 
Jersey), Each Shareholder in the Twenty Companies 
Became a Shareholder in the Standard Oil Company 
(New Jersey) in the Same Proportion in which he had 
Held Stock in Each op the Twenty Companies, or in 
which Stock Therein had been Held fob His Account 
BY the Trustees. 83 

Eleventh. Not only are the owners of the Standard 
Oil business whose respective interests are now 
represented by their holdings in the stock of the 
Standard Oil Co. (New Jersey) collectively the same 
body of men who have owned the Standard Oil busi- 
ness from its inception, but the great majority in 
interest are the individuals who originated the busi- 
ness and those who became associated with them in 
the earlier stages of its development. 86 
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Twelfth. The chief factors in the success of the Stand- 
AED Oil business. °° 

(a) The owners of the Standard Oil business were the 
first to adopt the policy of conducting business on an 
extensive scale with abundant capital, and applied this 
policy to the conduct of a business in which the condi- 
tions peculiarly demanded the employment of abundant 
capital and extensive operations for its successful de- 
velopment. "" 

(5) They have been ready at all times td spend whatever 
amounts they considered that the prosperity of the 
business demanded, and have incurred what were ap- 
parently great risks, acting on their judgment of the 
requirements of the industry and belief in the ultimate 
success of their undertakings. 87 

(c) They have recognized the dependence of the petro- 
leum industry on a continued supply of crude oil and 
the precariousness of the supply from any particular 
field, and have, regardless of expense, sought to reach, 
conserve and be in a position to utilize crude oil 
wherever obtainable. 80 

fdj The Standard Oil interests have shown great sound- 
ness of judgment in the selection of points at which to 
establish their refineries and have concentrated their 
refineries at these points. 99 

fej They have developed their marketing system for the 
economical distribution of the products of their re- 
fineries with results that have fully justified the great 
expense involved. 102 

(fj They have established great foreign marketing com - 
panies to enable them to meet the competition of foreign 
oils and have introduced their marketing system into 
nearly all foreign countries, and the success of this 
policy has been such that over 63 per cent, of their 
illuminating oil is sold abroad. 104 

(g) They have made great efforts to solve the problem 
of refining refractory oils and through the success of 
these efforts they have been able to utilize to their 
great advantage oils that otherwise were useless except 
for fuel purposes. 104 
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(h) They have been unremitting in their efforts to im- 
prove the processes of refining, to diversify the use- 
ful by-products to be obtained from the refining of 
petroleum and to introduce them into general use, and 
these efforts have resulted to their great advantage as 
-well as to the general benefit of the industry and the 
public at large. 109 

(i) They have, throughout the history of the business, 
acted upon the principles which were characteristic of 
the original business of Rockefeller, Flagler & Andrews. 
They have, wherever practicable, acquired facilities of 
their own for the transaction of their business, instead 
of relying upon the use of such facilities from others. 
They have, as far as practicable, manufactured for their 
own use everything necessary for the proper conduct of 
their business. They have in every department of their 
business and throughout the vast territory in which it 
is carried on enforced rigid economy and demanded 
from all their employees the most earnest attention to 
all details of the business. They have stimulated 
every employee to conduct his department of the busi- 
ness with the same energy and fidelity as though en- 
gaged in a private enterprise of his own. Ill 

(_;■) The sagacity with which the business as a whole has 
been conducted, has been of a very high order ; the 
great apparent risks that have been taken have usually 
been justified by the existing conditions, and in nearly 
every case have been justified by the result. 112 



CHAPTER III. 

Early Contracts. 

There is no evidence whatevee in the case that teh 

COKSTITDENT FACTORS OF THE STANDARD OiL BUSINESS 
WERE ACQUIRED OR HELD TOGETHER BY THE COMMON 
OWNERS FOR THE PURPOSE OF RESTRAINING TRADE OR 
MONOPOLIZING COMMERCE OR FOB ANY OTHER PURPOSE THAN 
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THE LEGITIMATE DEVELOPMENT AND PEOPEB CONDUCT OP 
THE BUSINESS OWNED IN COMMON. THE CHAKGE THAT THE 

owners op the business sought to keep competitors 
out of the field, and that such efforts contributed 
to the acquisition op constituent factors of the 
business and to its growth and development, is with- 
out foundation. 113 

First : The charge that pbior to 1882 refineries weee 
driven out of business and refineries and pipe lines 
acquired through railroad rebates and discrimina- 
tions, is not sustained, nor do the railroad arrange- 
ments cited in support of it evidence any policy or 
disposition to injure the business op competitors. 114 

1. The South Improvement affair has no bearing whatever 
on the plans and purposes of the stockholders of the 
Standard Oil Company. The scheme originated with 
the Pennsylvania Railroad, over which the Standard 
Oil Company was not a shipper, and with Pittsburg 
and Philadelphia refiners, who were its competitors. 
Some of its stockholders subscribed for a minority of 
the stock of the South Improvement Company as a 
matter of self protection. They had nothing to do 
with framing the contracts between the South Improve- 
ment Company and the railroads. They were informed 
that equal rights would be accorded by the Company 
to the entire trade. They believed the plan impractic- 
able. It was abortive ; was never put in operation ; 
affected the rights of no one and was finally and abso- 
lutely abandoned. 115 
2. The Standard Oil Company was not a party to the 
Pooling Agreement of 1874 and had nothing to do 
with bringing about that agreement. The purpose of 
the agreement was the practical solution of railroad 
difficulties. The limitation of its benefits to pipe lines 
maintaining agreed rates of pipeage was necessary 
to the attainment of its primary object. The claim 
that it took away the rights of the oil region refiners 
and that this was done in order to benefit the Standard 
Oil Company, is wholly unwarranted. 119 
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3. The arrangements respecting oil terminals were fully 
■warranted by the circumstances. In making such ar- 
rangements with the Standard Oil Company the rail- 
roads only followed their previous practice. The 
Standard Oil Company neither sought to obtain nor 
did obtain any illegitimate advantage through these 
arrangements. 122 

4. The charge that illegitimate adventages over other 
shippers were obtained by the Standard Oil interests 
through rebates and rate concessions from railroads 
and that such rebates and concessions were obtained 
for the purpose and had the effect of putting competi- 
tors at a disadvantage and driving them out of busi- 
ness, is not sustained. Prior to 1875, and subse- 
quent to 1880, the Standard Oil Company re- 
ceived no better rates than were generally accorded to 
other shippers. In the interval, the concessions in 
rates obtained were coupled with obligations that fully 
neutralised any advantage resulting therefrom, or were 
accorded equally to other shippers. Concessions were 
not obtained for the purpose of driving competitors out 
of business ; and no competitors were driven out of 
business or crippled in their operations by reason of 
any concessions obtained. 127 

6. The allowance made to the American Transfer Com- 
pany was a temporary arrangement having no relation 
to the ownership of the latter company by the Standard 
Oil Company. It was in the nature of a pro-rate 
paid by one carrier to another carrier, which was iu a 
position to send forward its traffic by any one of several 
competing lines and claimed special consideration 
because of its exertions to enlarge the volume of traffic. 
The object of the American Transfer Company was its 
own profit. Whether or not the arrangement would 
now be considered justifiable, it is no evidence whatever 
of a disposition to injure the business of others for the 
sake of the incidental benefits that might result there- 
from. 139 
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Second. A general policy or disposition to facili- 
tate THE extension OF THE STANDARD OiL BUSINESS 
BY GETTING BID OF COMPETITORS CANNOT BE INFEEEED 
FROM THE NUMBER OF ACQUISITIONS MADE BY THE 

Standard Oil Interests oe the dispositions made 
OF peopeeties purchased. The purchases and the 
disposition of the properties purchased weee in 

all cases BASED ON LEGITIMATE BUSINESS CONSID- 

eeation. The sellees were not eesteained feom 

RE-ENTERING BUSINESS AND THE REFINING CAPACITY OF 

THE Standard Oil Companies was continually in- 
creased. 143 

(a) The acquisitions of properties and the disposition 
made of refineries acquired were incidental to the ex- 
pansion and co-ordination of the Standard Oil business. 143 

(bj The Standard Oil Co. has not sought by contract or 
otherwise to restrain those whose properties it has 
bought from re-entering the business. 147 

(c) The Standard Oil interests have not sought to keep 
down the refining capacity of the country or the volume 
of oil to be marketed. 149 

Third. There is no proof or a policy ok disposition 
ON the part of the Standard Oil Interests to re- 
strict BY contract the VOLUME OF TRADE OR THE 
operations OF ITS COMPETITORS. 150 

{aj Discussion of contract of 1872 between the Petro- 
leum Refiners' Association and the Petroleum Pro- 
ducers' Association. 150 

(bj Remaining transactions are discussed under a subse- 
quent heading of the brief. 151 

(c) Tidewater contracts (Exhibit 15, annexed to the Peti- 
tion). 151 

Fourth. It is not shown that the Standard Oil Com- 
panies HAVE EVER DRIVEN A COMPETITIVE EEFINEE OUT 
OF BUSINESS, OE PURCHASED HIS EEFINFEY THEOUGH ANY 
80ET OF COMPULSION. 151 
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Fifth. The relations between the Standard Oil Com- 
panies AND THE Tidewater Companies did not begin 

until NEARLY TWO YEARS AFTER THE TRUST AGREEMENT 
OF 1882. So FAR AS SUCH RELATIONS, IF CONTINUED, 
MIGHT NOW BE OPEN TO CRITICISM, THEY WERE FINALLY 
TERMINATED JUST AFTER THE PASSAGE OF THE ShERMAN 

Act. The contracts between the Tidewater Com- 
panies AND THE Standard do not indicate that the 
Standard sought to exclude others from the petro- 
leum INDUSTRY, OB TO RESTRICT THE VOLUME OF TRADE, 
OR TO DEPRIVE THE PUBLIC OF THE BENEFIT OF COMPE- 
TITION. After the cancellation of those contracts 

IN 1890, THEY HAD NO FURTHER SIGNIFICANCE. ThE 
present RELATIONS BETWEEN THE COMPANIES ARE NOT OPEN 

to criticism. 153 

Sixth. The agreements of 1884 between the National 
Transit Co. and the Pennsylvania Eailroad Co. (Ex- 
hibit 14 annexed to the bill) were in all respects 
reasonable and proper contracts. They ceased to 
BE operative in 1893. No ulterior purpose can be 
spelled out from them, and they are utterly irrele- 
vant as evidence against the defendants. 160 



CHAPTER IV. 

Pipe Lines. 

The charge that the Standard Oil Companies monopo- 
lized the petroleum carrying business by pipe lines, 
and through their control op the pipe lines have 
become the sole purchasers op crude oil in the dis- 
tricts reached by such pipe lines, and have monopo- 
lized the purchase op crude oil, is entirely unsup- 
ported BY THE record. 163 

First: Legal status of pipe lines owned by various 
defendant companies. 163 
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Second: Pipe lines must be consideeed under two 
heads, viz. : 

I. Gathering Lines, and 

II. Trunk Lines. 

I. Gathering lines and their operation and relation to 
purchases of crude oil. 166 

1. Gathering lines common carriers. 166 

2. Crude oil purchases. 167 

3. Crude oil prices. 169 

4. Producers satisfied. 173 

5. Sales to independent refiners. 173 

II. Trunk Lines. 176 

Thied : The chaege that the defendants have exacted 
excessive and unreasonable rates foe the careiage 
of ceude oil and rates which weee disceiminatort 
against competitoes of the standard oil company is 
unfounded. 178 

I. There is not an iota of evidence that there has been any 
discrimination in rates. On the contrary, the defendant 
companies for whom the pipe line companies have trans- 
ported crude oil have invariably paid the full rates. 178 

II. Rates not unreasonable. 178 

FouETH : The Defendant Companies which Have Filed 

OE OONCUEEED IN FiLED TaEIFFS HaVE FuLLY PERFORMED 

ALL THE Duties which in Any View op their Legal 
Status it Oan be Claimed they are oe Ever weee Lia- 
ble TO Pekform. 182 

Fifth : The Tariffs Filed in or since August, 1906, Do 
Not Impose upon the Independent Shippers Unreason- 
able Conditions as to Quantity. 185 

1. Amounts of minimum shipments fixed in good faith by 
defendants' experts in view of past experience and prac- 
tical conditions of operation. 185 

2. Tariffs place independent shippers upon the same foot- 
ing as Standard Oil shippers in respect to minimum 
amounts of shipments. 187 
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3. Minimum amounts named in tariffs have been required 
of and observed by Standard Oil shippers both before 
and since the filing of the tariffs. 189 

Sixth : Contamination Arising Feom Moving Batches of 
Crude Oil of Difpeeent Gravities or Visgositibs in 
THE Same Pipe Line is the Principal Cause Necessi- 
tating Large Shipments. I94 
I. Make-up and operation of a pipe line in actual practice. 194 
IL General experience of experts as to contamination. 196 
Principal causes of contamination or mixture of oils in 
pipe lines are (aj different rates of flow in same pipe, 
and (b) different rates of flow in parallel pipes of the 
same or different calibres. 196 
in. Practical tests over the Southern Pipe Line. 198 
IV. Corroboration by records of results of practical tests. 207 

Seventh : The use op Pipe Lines foe Common Carrier 
Purposes is Commercially Impracticable, Because op 
the Losses Arising prom Contamination. 210 

I. Loss resulting from mixture substantial because of 
wide difference in market values of crudes at refinery. 210 

II. The fact that various kinds of crude have been carried 
for Standard Oil shippers with the large resulting losses 
shown is immaterial because of the unified ownership of 
all the Standard Oil properties, whereby all the crude 
carried, whether benefited or injured in transportation, 
is owned by the same interests. Hence, the loss sus- 
tained is merely a necessary incident of a single great 
business. 211 

III. Presumably independent shippers neither would nor 
could stand the loss resulting from the transportation 
of their high-grade oil with the low-grade oil of other 
shippers. 211 

IV. The difficulties arising from contamination and the 
great losses resulting therefrom in a system of the size 
and complexity of the lines of the Standard Oil com- 
panies cannot be remedied by the division of the lines. 212 

Eighth : Testimony in Rebuttal. 216 
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Ninth : The Charge that the Standard Oil Companies 

HAVE in the past SOUGHT TO PREVENT COMPETING PiPE 

Lines from Doing Business, and have Hindered, Ob- 
structed AND Delayed the Building of Competing 
Pipe Lines and have Bought Stock in Competing Pipe 
Lines for Illegitimate Purposes, is Wholly Unwar- 
ranted BY THE Evidence. 220 

1. The payment of premiums. 220 

2. The suggestion that the Standard Oil Companies have 
obstructed the building of opposition pipe lines is not 
sustained by any evidence in the record. 222 

3. There is no proof that pipe lines or stocks, or interest, 
in pipe line companies, have been purchased, except for 
legitimate business reasons. 223 

CHAPTER V. 

Alleged Contracts in Restraint of Trade. 

(aj Producers' movement of 1887. 225 

(bj Purchases by Continental Oil Co. from United Oil 

Co. and Florence Eefining Co. 226 

(cj California contracts with Puente Oil Co., Union Oil 

Co. and Pacific Coast Oil Co. 226 



CHAPTER VI. 

Competitors. 

The Standard Oil Companies have at all times 
had competitors in all branches of the busi- 
ness, and ne-w competitors have constantly 
appeared in the field. Collectively their 
business has grown and is groiving faster 
than that of the Standard Oil Companies. 
Many of them are very prosperous. 231 
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General Statement. 243 



Kailboad Feeight Eates. 243 
The Interstate Commeece Law. 244 
The Original Act. 245 
The Amendment op 1889. 245 
The Elkins Law. 247 
Proofs Necessary to Show a Violation op the Law. 247 
No Government Proof as to a General Conspiracy. 249 
The Impossibility of a General Discrimination in Petro- 
leum Oil Freight Bates. 250 
Tank Car Ownership. 251 
Methods op Freight Making. 251 
Gateways. 256 
Classification, Class and Commodity Phates. 257 
Eate Quotations. 258 
Location op Ebbineeies. 266 

II. 

Olean Shipments. 267 

History op the Eates in Question. 267 

The Olean-Eochester Eate. 267 

The Eochester-Norwood Eate. 269 

The Norwood-Burlington Eate. 270 

26^0. rate Olean to Norwood. 271 

Various class rates upon which government relies. 280 

The Government's Contention. 280 

No common arrangement. 281 

Question of reasonableness and secrecy of 9c. Per 

Bbl. Eate. 282 

Significance of the words " Not to be Posted " on Tariffs. 283 

Meaning of the words blind hilling, 285 



xxxrv 



Synopsis. Vol. II 

Page 

Explanation of use of 9c. per Bbl. rate on shipments to 

Vermont. ^87 

9c. Eate Rochester to Norwood, not secret. A reasonable 

rate. 288 

Total cost of transportation Olean to Burlington reason- 
able. 290 
Use op Unfiled State Tariffs on Interstate Shipments. 292 
Comparison of Cost of Transportation to the Standard 
FROM Olean to Vermont Points, with that from Inde- 
pendent Refining Points. 303 
State rates of the Central Vermont Railroad. 303 
Tariffs issued for account of a particular shipper. 306 
Table showing comparison of cost to Standard and to In- 
dependents. 307 
Vermont State rates in combination with interstate rates. 310 
New England non Pro-Rate. 312 
Government in error as to the facts. 314 
Grand Trunk, Toledo-New England Tariff. 316 
The Government's rebuttal testimony. 323 
B. & O. R. R. Tariff 4538. 331 
Donovan letters as to Boston-Maine rates and Lake 

Shore & Michigan Railway rates. 334 

Petitioner's Exhibits 621-625, inclusive. 335 

Mr. Schindler's jugglery of rates. 339 

Government's mistake as to pro-rate on commodities 

other than oil. 341 

Reason of previous failure to pro-rate. 345 

Boltz testimony as to New England rates. 346 

The Fred G. Clarke Company opinion. 348 

The Westgate freight bills. 349 

Mr. Westgate's ignorance of actual rates. 355 

III. 

Supposed Discriminations in Central States. 357 

The Basis of freight rates in C. F. A. Territory. 359 

2c. Increase in oil rates in 1900. 365 

Comparison of per ton per mile rates from Rochester 

with those from the shipping points of independent 

refineries. 367 
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Rates to Detroit and Southern Michigan. 367 

Tables pp. 158 to 161 of the Petition. 368 

The Boltz comparison of oil and 6th class rates. 372 

IV. 

Supposed Disckiminations in Southwestern TEREiroBy. 373 
History of Whiting-East St. Louis rates used. 373 

The 18c. Eate. 375 

Chicago Switching District. 377 

Chicago & Alton application sheets. 381 

Whether the 18c. and the 6c. Rates were reasonable. 393 
Eleven cents the maximum lawful rate between 

Chicago and East St. Louis. 399 

Tariff 24 not a legal tariff. 4OI 

Explanation of the apparent low oil rates on the 

C. & E. I. R. R. 402 

Supposed secrecy of six cent rate. 405 

Chicago & Alton Railroad 10c. rate. 410 

Watees-Pierce Oil Company matter. 412 

Shipments from St. Louis to Alexandria. 413 

Shipments from St. Louis to points beyond Alex- 
andria. 4jg 
The one and one-half cent pipeline charge at St. Louis 421 

Supposed discriminatory rates from Ohio and Pennsyl- 
vania to points beyond East St. Louis. 423 



Supposed disoeiminations in Southern States. 427 

The Evansville Combination. 427 

History of the 8Jc. rate. 428 

The lie. Chicago-Evansville rate. 432 

The six cent Evansville rate. 434 
The supposed secrecy of the 8^ and the 6c. Rates. 439 

Grand Junction Combination. 442 

The rates used. 13c. rate. 443 

Southern Railway rates. 443 

The Government's contention. 449 
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Were the Southern Eailway rate issues tariffs or divi- 
sion sheets ? 

Blind billing under the 13c. rate. 

Tariffs reading from Dolton and Eiverdale. 4.70 

Comparison of rates from Whiting into the South 
with those from Pennsylvania refining points. ^ 472 

Comparative shipments from various refining points 
into the South. ^'^* 



VI. 

The Paekebsbubg-Maeietta mattee. 475 

VII. 

Supposed discbiminations in Califoenia. _ 478 

Explanation of the overcharge claims allowed on ship- 
ments from Eedondo. 4°1 
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Alleged bate discbiminations in Kansas. 484 

Explanation of the changes in rates. 485 

Change in arbitrary weight per gallon. 489 

IX. 

Explanation of absence of theough oil bates fbom 
Bastebn befining points to uppeb Mississippi Eivee 
oeossings. 4^2 



X. 

Explanation of absence of theough bates fbom Centeal 

AND EaSTEEN befining POINTS TO THE PACIFIC CoAST. 497 
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XI. 

no genebal system of disceimination in favor oe the 
Standard shown and the allegations op conspiracy 
BETWEEN Standard officials and railroad officials 

NOT SUSTAINED. 501 

Standard oflBcials directors of railroads. 501 

The Standard is not shown to be responsible for any 
high rates from independent points. 502 

The specific instances of supposedly low rates used 
by the Standard do not show any conspiracy with 
the railroads to secure such rates. 506 

The Government's rebuttal. 508 
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Page 

First. Ohaeges in Petition. 513 

Second. The Government's Theory for Estimating 
Profits, as Set Forth in the Petition, is Unsound 
IN Law and Does Not Accord with Business Princi- 
ples OR the Facts of Human Experience. 514 
The Governinent's position is 

I. That in determining the profits of the business, all 
earnings during the entire duration of the business, 
whether drawn out and spent or prudently saved and 
reinvested, are to be aggregated and set off against the 
small and usually inconsiderable original investment. 514 

II. That, in estimating the rate of profits, such profits 
are to be judged solely with reference to the nominal or 
par value of its outstanding capital stock, without re- 
gard to the amount of cash capital actually invested in 
the business. 514 

III. The fundamental fallacy in the Government's posi- 
tion is that it ignores the enormous cumulative efi'ect of 
compound interest. 515 

IV. The only proper way to estimate the profits made by 
the Standard Oil interests is by considering the ratio 
which they bear to the intrinsic or money value of the 
total amount of capital invested in the business during 
the year for which the profits were taken. 516 

V. All profits whatsoever of the Standard Oil interests are 
merged and included in what are denominated as the 

" total net earnings ". 517 

Third : The Total Net Profits of the Standard Oil 
Interests as shown by the Eatio of their " Total Net 
Earnings " to the Total Net Value of their Assets 
Year by Year have been and are Reasonable. 519 
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(a) Table showing dividends, earnings and net assets 
for the years 1883-1896 and 1900-1906, and 
analysis of same. 519 

(J) Average rate of profit shown by this table, which is 
less than twenty-five per cent, per annum, is a 
reasonable one for a manufacturing business like 
that of defendants'. 521 

PouRTH : Profits on the Sale of Refined Oil in the 
United States, which is that Part of Defendants' 
Total Business upon which the Charge of Monopoly, 
IF Sustained, must be Based, Form but a Very Small 
Part of the Total Profits or " Total Net Earnings " 
of Defendants and are Relatively Inconsiderable in 
Total Amount. 522 

(a) All products, other than refined illuminating oil, 

are by-products. 522 

(b) The Government's case has proceeded substan- 
tially upon the theory that the defendants' business 
is primarily the manufacture and sale of illuminat- 
ing oil. 622 

(c) More than half of defendants' total net profits 

are derived from the sale of by-products. 523 

Fifth : The Increase Both in the Amount and in the 
Eatio of Total Net Profits, in Eecent Tears, Has 
Been Chiefly Due to the Increased Demand foe the 
Various By-Products, Resulting in a Vastly Greater 
Aggregate of Sales at Higher Prices. 532 

(a) Increase both in gross proceeds of, and ratio of 

profit on, naphtha and other by-product. 533 

(6) Cause of rise in prices of naphtha. 534 

(c) Apparent increase in rate of profits per barrel of 
crude explained. 535 

Sixth : In View of the Foregoing Analysis, it is Sub- 
mitted that Neither in the Amount op Defendants' 
Profits, nob in the Ratio Which They Bear to Net 
Assets, nob in the Increased Ratio in the Later 
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Years of the Business as Compaeed with Its Eablieb 
Tears, is there any Support for Petitioner's Charge 
THAT Defendants have Maintained or Attempted to 
Create or Maintain a Monopoly. 538 

Prices. 

I. Charges in the Petition. 539- 

II. Defendants' Answer to Charges in Petition. 540 

First : The Record Shows no Unreasonable Advance in 
Defendants' Average Prices. 541 

(a) Discussion of the average rise in prices in the 
United States between 1895 and 1906 of general 
commodities as shown in Eeport of Bureau of Labor. 541 
(6) Compared with the average rise in prices of gen- 
eral commodities, the rise in defendants' prices of 
refined oil from 1895 to 1906 was very small. 544 

(c) Comparison between rise in prices of refined oil 
and the rise in prices of 30 other commodities in 

the year 1906 over 1895. 544 

(d) Various other comparisons between the rise in 
prices of refined oil and other selected commodities. 546. 

(e) The fairest comparison in respect to variation in 
prices is that between the course of prices of general 
commodities in the entire period under considera- 
tion and the course of the average prices of Water 
White oil for the same entire period. By this com- 
parison the defendants are willing to be judged. 550- 

(/) Actual course of prices of W. W. refined oil to 
dealers, less marketing cost and freight, 1895 to 
1906, and what the course of prices would have 
been had the increases or decreases followed the 
increases or decreases in the prices of general com- 
modities. 550 

(g) The course of defendants' prices in comparison 
with the course of prices of crude oil during the 
period 1895 to 1906. 555 
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(A) The rise in the prices of general commodities in- 
dicates a decline in the purchasing power of money 
during the period in question, measured by which 
decline there was no real increase in defendants' 
prices for refined oil during said period. 558 

(i) Discussion of the economic law of demand and 
supply. 566 

Second : Defendants Have Not Limited Theih Output 
But Have Increased Their Facilities as Eapidly and 
Largely as Possible and Have Operated These 
Facilities to Their Utmost Capacity. Hence the 
Presumption Must Be That Dependants' Prices Have 
Been Eegulated Solely By the Natural Laws of 
Supply and Demand. 567 

I. No evidence in the record showing limitation of out- 
put. 567 

IT. The evidence shows : (1) A great increase in the pipe 
line mileage in the period 1882 to 1908 ; (2) A great 
increase in refinery capacity, 1882 to 1906 ; and (3) 
That both pipe lines and refineries have been regularly 
operated to their utmost capacity. 567 

Third : The enormous competition that Standard in- 
terests are subject to makes it impossible fob such 
interests arbitrarily to fix and control prices, 
either of crude or of refined oil. 569 

(a) standard has but a small percentage of total 

production 569 

(5) The wide extent of competition. 569 

Fourth : Variation in prices alleged to be due to the 
action of competition. 570 

(a) The extent and importance of variations in 
margins of profit are greatly exaggerated by the 
Government. 570 

(b) Considered quantitatively, the gallonage of oil 
sold at margins unusually high or at a loss is so 
small as to be insignificant. 571 
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(c) The limits within which differences in margins 
of profit may be regarded as normal or accidental 
irrespective of the effect of competition. 572 

(d) Considered numerically, the stations showing 
margins of profit within a reasonable range from 
the average profit are over 80 per cent, of the total 
number of stations. 573 

(e) Nearly all instances of margins above 2.60 cents 
per gallon can probably be explained by the small 
populations of the towns or the sparse population 

of the district, with resulting small sales. 574 

(f) Low margins compelled by the price cutting of 
competitors. 578 

(g) Government exhibits show conclusively the wide- 
spread existence of competition in illuminating oil 
and the absence of any monopoly. 581 

(h) Sales at different prices under the action of com- 
petition not illegal. 581 

(i) Practice as to difference in prices and margins 
charged against the defendants is tbat pursued and 
defended by their principal competitors. 582 

Fifth : It thus Appeaes that there is Nothing in the 
CouESE OP Defendants' Average Prices, or in any Dif- 
ferences IN Defendants' Margins op Profit that may 
HATE Existed, During the Period Under Examination, 
nob Anything in Defendants' Conduct Towards their 
Competitors, which in any Way Supports the Charges 
of Actual ok Attempted Monopoly Made in the 
Petition. 585 



CHAPTER IX. 

Alleged Unfair Methods of Competition in 
Merchandising. 

The testimony as a whole on this subject and the facts 
established thereby, as shown in the Summary, will be 
considered here under the following general heads : 687 
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I. Incompetency of testimony for petitioner. 

II. Local price cutting. 

III. Eeports of competitors' shipments. 

IV. Operations of bogus independent companies. 

V. Payment of rebates on oil prices. 

VI. Miscellaneous subjects not specified in the 
pleadings. 

VII. Intra state character of the business. 687 



I. 

Incompetency of testimony for petitionee and failure 

TO prove exhibits relating to the subject op " UN- 
FAIR " COMPETITION. 588 

Competitors as Witnesses : substantially all of their testi- 
mony is incompetent as hearsay. 588 
Ex-employees : Their testimony largely incompetent. 594 
Interstate Commerce Commission : Testimony taken before 
and read into the record. Testimony mostly incompe- 
tent. 597 
Petitioner's Exhibits : Failure to prove them. 600 
Explanation or contradiction of Petitioner's incompetent 
testimony and unproved Exhibits. 604 

II. 

Local Price Cutting. 

Pleadings. 605 

Facts. 606 

(a) General conclusion from the evidence. 606 

(b) Nature of Petitioner's evidence on this subject. 606 

(c) Nature of defendants' evidence on this subject. 607 

(d) The Standard's policy and general practice regarding 
local prices in their relation to competition. 608 

(e) All instances of alleged local price cutting referred to 

in the Government's testimony. 612 
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1. Standard Oil Co. (New Jersey) : Baltimore, Md., 

1904 ; Washington, D. 0., 1904 ; Richmond, Va., 
1903-1905 : Norfolk, Ya., 1902 ; Winchester, Va., 
1895-1899. 612 

2. Standard Oil Co. of New York : Towns along the 

Hudson, 1901-1902 ; Albany, N. T., 1900-1902 ; 
Springfield, Mass., 1904-1905 ; Connecticut 
towns, 1905 ; increase in the business of Hisgen 
Bros. ; Brooklyn, N. Y., 1896 ; Boston, Mass., 
1897. 614 

3. The Standard Oil Co. (Ohio) : Cleveland, O., 

1900-1902 ; Lorain, O., 1904, 1905. 618 

4. Standard Oil Oompaay (Kentucky) : Atlanta, Ga., 

1897-1898 ; 1901, 1906 ; New Orleans, 1897-1899 ; 
Birmingham, 1903-1904, 1905; Augusta, Ga., 
1884,1898, 1904; Terre Haute, Ind., 1897; In 
Competition with the Red C Oil Co. in South 
Carolina towns, 1904. 619 

5. No Competitor's business destroyed. 623 

Law Point One. 

The defendants hate not monopolized ob attempted to 
monopolize any paet op trade by local price cutting, 
nob hate they etidenced a purpose to monopoiize 
trade by that means. 624 

1. The instances of alleged local price cutting referred to 
in the proofs are not relevant to show actual or at- 
tempted monopolization of any part of trade or a pur- 
pose to monopolize trade. 624 

2. The instances of alleged local price cutting referred to 
in the proofs, were they all releTant, would still be 
utterly inadequate to show a purpose on the part of the 
defendants to monopolize trade by this means. 630 

Law Point Two. 
The POLICY op the defendants on the subject of local 

PRICES IN RELATION TO COMPETITION NEGATIVES THE EXIST- 
ENCE OP A GENEEAL PLAN TO MONOPOLIZE TRADE BY MANIP- 
ULATING PRICES OTER AN EXTENSITE AREA. 631 
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HI. 

Eepobts of Competitoes' Shipments. 

Pleadings. 633 

Facts. 633 

(a) General conclusion from tlie evidence. 6o3 

(b) Method of obtaining information of competitors' ship- 
ments. 634 

(c) Use made of information of competitors's shipments. 638 
{d) Securing the countermand of competitors' orders by 

means of information of competitive shipments. 640 

(e) Cutting local prices at destination of competitive 
shipments. 641 

(f) Cutting prices to consignees of competitive shipments 

to secure their future trade. 642 

1. Standard of New Jersey. 642 

2. Standard of Indiana. 643 

3. Standard of Kentucky. 643 

4. All other Standard companies. 644 
Law Point. 644 

IV. 

Opebation of Bogus Independent Companies. 

Pleadings. 646 

Facts. 646 

A. Wholesale marketing concerns operated by the defend- 
ants. 647 
(a) Purchased and operated. 647 

1. Operated to get the benefit of the brands and 

good will purchased, and to turn over the 
business to the Standard to the best ad- 
vantage. 647 

2. Operated to get the benefit of good will and 

also to do a business of selling oil in bar- 
rels. 648 

3. Dixie Oil Works, 651 

4. Eepublic Oil Company. 652 



654 
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(5) Organized or purchased and operated for special 
purposes. 

1. The Eureka Oil Oil Co., 1897-1899. 654 

2. Argand Eefining Co. 655 

3. Southern Oil Co. 656 

4. Eagle Oil Co., 1901-1905 657 
(c) General Statement. 658 

B. Retail Marketing concerns operated by defendants. 661 

{a) Can peddling departments. 661 

1. General statement. 661 

2. Method of operation. 666 

(6) Various peddling concerns. 668 

Law Point. 

The defendants have not monopolized or attempted to 
monopolize any part of trade by the operation of so- 
called bogus independent companies, nor have they 
evidenced a general purpose to monopolize trade by 

such means. 670 

1. Wholesale marketing concerns operated by defend- 
ants. 670 

2. Operation of retail marketing concerns by the de- 
fendants. 674 

V. 

Payment of Rebates on Oil Peices. 

Pleadings. 675 

Facts. 675 

(a) General Conclusion From the Evidence. 675 

(5) Standard Oil Co. (Indiana). 676 

(c) Standard Oil Co. (New Jersey). 677 

(d) Standard Oil Co. of New York. 678 

(e) Standard Oil Co. (Kentucky). 679 
if) The Standard Oil Co. (Ohio 681 

1. Rebates before 1899. 681 

2. Rebates after 1899. 683 
Law Point. 684 
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VI. 

Miscellaneous subjects not specified in the pleadings. 686' 
(a) General Statement. 686 
(6) Standard Oil Co. (New Jersey) : Miscellaneous Sub- 
jects. g87 

1. Giving away oil. 687 

2. Following competitors' wagons. 687 
{c) The Standard Oil Co. of New York : Miscellaneous 

subjects. 688 

1. Alleged threat against Hisgen Bros. Oil Co., 1904. 688 

2. Measuring Hisgen Bros.' barrels. 689 

3. Giving away oil. 690 

4. Following competitor's wagons. 690 

(d) Standard Oil Co. (Ohio) : Miscellaneous subjects. 691 

1. Competition with C. B. Darby at New London, O. 691 

2. Competition with M. M. Hossler at Chardon, O. 691 

(e) Standard Oil Co. (Indiana) : Miscellaneous subjects. 692 

1. Different brands of oil out of one storage tank. 692 

2. Competition at Portland and Saranac, Mich. 692 
(/) Standard Oil Co. (Kentucky) : Miscellaneous subjects. 693 

1. Purchase of the Peoples Oil Co. from the widow 
Jones at Mobile. 693 

2. Fraudulent tests of competitors' oil. 694 

3. Contaminating competitors' oil. 696 

4. Giving away oil. 696 

5. Oil sold under different brands at different prices. 697 

6. Arrangements with merchants for low retail price. 697 

7. Employment of peddlers. 698 

Law Point One. 

The defendants have not monopolized oe attempted to 
monopolize any paet op teade, oe given evidence of a 

PUEPOSE to MONOPOLIZE TRADE BY METHODS OF COMPETI- 
TION NOT SPECIFIED IN THE PLEADINGS. 698 
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Law Point Two. 

The testimony eelating to alleged unfair methods of 
competition bead into the becobd in connection with 

THE WaTEBS-PiEECE OiL Co. has NO BELETANCY IN THIS 
CASE. 



701 
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Intrastate chabacteb of the business. 703 

CHAPTER X. 
Galena-Signal Oil Company. 

Pleadings. 717 

The Essential Allegations in the Petition Eelating to 
THE Galena-Signal Oil Company have Absolutely 
Failed of Pboof. 718 

General Statement. 719 

First : The Great Success otp the Galena Oils and theib 
Almost Universal Adoption on the Steam Raileoads 
OF THIS Country is due, First, to the Superiority of 
THE Oils Themselves, and Secondly, to the Impeoved 
Methods and Expebt Supebvision Intboduced and 
Maintained by the Galena- Signal Oil Company. 731 

I. The superiority of the Galena oils. 731 

The Galena oils are made by carefully guarded secret 
processes. 731 

II. Improved Galena methods of lubrication. 735 

1. Improved methods in regard to lubrication intro 
duced and maintained by the Galena-Signal Oil 
Company. 735 

2. Important results flowing from these improved 
methods. 738 
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III. Important result of the use of Galena oils and 
methods. yog 

1. Hot boxes. I7QQ 

(a) Causes of hot boxes. 74O 

(b) Importance of hot boxes as a factor in rail- 
road operation. 74Q 

(c) Keduction of number of hot boxes on Ameri- 
can railroads due to the introduction of Galena 
oils and Galena methods of lubrication. 741 

(d) Statistics showing reduction in number of 
hot boxes under the use of Galena oils and 
methods. 7^2 

(e) The effect of the reduction in the number of 
hot boxes upon cost of repairs is amply shown 

in the record. 7^3 

2. Other economies to railroads resulting from the 
use of Galena oils and methods. 744 

(a) Saving in the cost of oil. 744. 

(b) Eeduced cost of waste in packing journals. 745 

(c) Saving in coal. 747 

3. Inducements to railroads to practice economy in 
the use of oil, even though the actual cost of 
lubrication to the Oil Company may be largely 
above the total guaranteed cost. • 748 

(a) Stoppage of exhaust pipe in locomotive due 

to the excessive amount of oil used. 748 

(b) Indirect economies due to example and im- 
proved discipline. 749 

4. That the work done by the Galena experts could 
not be so eflSciently performed by railroad em- 
ployees is the all but unanimous opinion of the 
witnesses, and for two reasons, (a) Because no 
employee of a single railroad would have the wide 
experience gained by the Galena experts in their 
work on many different railroads, (b) Because the 
salaries paid to the Galena experts are much larger 
than those which it is possible for a single railroad 
to pay to an employee who could be charged with 
such work as the supervision of lubrication. 750 
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5. Moreover, the experience of railroads in other 
departments proves the advantage of placing the 
supervision of lubrication in the hands of 
specialists. '^^ 

(a) Fire protection service. 752 

(b) Expert engineer service. 752 

(c) Suggested fuel inspection. 752 

IV. Street railways. 753 
The excellence of the Galena oils and methods is further 

attested by their wide and successful use on street rail- 
ways under contracts similar in their provisions to the 
Galena contracts with steam railroads. 753 

V. Foreign business. 755 

Second. The Galena contract is one for the sale of 

LUBRICATION, at A MAXIMUM COST PEE UNIT OF SERVICE, 
AND NOT FOR THE SALE OF OIL AT A PRICE PER GALLON 756 

I. This is the only fair construction to be placed on the 
language of the contracts themselves. 756 

II. The testimony of the parties to these contracts 
and their course of dealings under the contracts amply 
sustain the construction of the contracts here contended 
for, namely, that they are contracts for lubrication and 
not primarily for the sale of oil by the gallon. In other 
words, they are contracts providing for a maximum 
payment per unit of service and not per unit of quantity 

of oil consumed. 760 

III. The contracts of the New York Lubricating Oil 
Company, which are substantially identical in form 
with the Galena contracts, except as to the provisions 
about expert service, received from Mr. Harrison, an 
officer of that company (called by the Government as 
its principal witness on this branch of the case) a con- 
struction identical with that here contended for. 764 

IV. The Galena contract being a contract to furnish lubri- 
cation at a maximum price based upon the unit of 
service, to wit, per 1,000 miles run, it is entirely imma- 
terial either what the invoice prices are or how much of 
any kind of oil is consumed by the particular railroad, 



LI 



Synopsis. Vol. Ill 

Page 
except where the total of the inyoices for the oils fur- 
nished is less than the total costs to the railroads under 
the maximum guaranties. 765 

Thied : The maximum guaeanteed cost per unit op 

SERVICE TO THE DIFFEEENT EAILEOADS NECESSARILY DIF- 
FEES VERY WIDELY ON ACCOUNT OF LOCAL CONDITIONS 
AND THE PERSONAL EQUATION OF THE EMPLOYEES. It 
ALSO DIFFEES FEOM TIME TO TIME WITH THE SAME RAIL- 
ROAD, ESPECIALLY BECAUSE OF THE DIFFEEENCE OF COST 
AEISING FEOM CHANGES IN ITS EQUIPMENT. 767 

I. Broadly speaking, the guaranteed cost to different rail- 
roads must vary according to local conditions and the 
personal equation. 767 

II. The guaranties on the same railroads have frequently 
been decreased or increased from time to time, accord- 
ing as the cost of lubrication to the oil company has 
diminished under the educative effect of Galena meth- 
ods and expert supervision, or has increased on account 

of the increased weight of equipment. 768 

III. The actual cost of lubrication on the same railroad 
differs not only from year to year but from month to 
month. 769 

Foueth: Wheee Diffeeences in Guaeanties Are Not 
Explained by the Foregoing Eeasons, They Are Gen- 
erally Due to Differences in the Historical Oeigin 
and in the Development op the Particular Con- 
tracts. 770 
I. In the case of substantially all the steam railroads re- 
ferred to in the record, the guaranties of cost in the 
original contracts were arrived at by taking a percent- 
age — usually 90 per cent. — of the previous cost of lubri- 
cation to the same railroad with the oils previously 
used by it. 770 
1. In a number of instances the original first contract 
or a proved copy of the same was obtained and put 
in evidence. 771 
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II. Starting with maximum guaranties based upon a per- 
centage of previous cost, the contract with each rail- 
road changed with respect to its maximum guaranties 
according to the changes in the individual conditions of 
such railroad and without any reference to other rail- 
roads. This is proved by the testimony of various rail- 
road witnesses. 773 

III. An increase in the guaranty on one class of service 
is frequently offset by decreases in other classes, so that 
all guaranties must be examined together, in order to 
determine whether there has been any total increase. 777 

IV. Different railroads or divisions thereof comprising 
parts of a single system frequently show different maxi- 
mum guaranties, both in the first contracts covering 
such roads or divisions and from time to time there- 
after. In such a case the weighted average of the 
maximum guaranties in the same class of service on all 
parts of the system must be considered in any com- 
parison. 777 

V. Contracts with the Pennsylvania System. 780 

1. In the ease of every railroad and every division 
of every railroad forming part of the Pennsylvania 
System, the first contract made by the Galena 
Company was based on a percentage of the prior 
cost to that railroad or division. 781 

2. So far then, as the origin of the Pennsylvania 
guaranties is concerned, they stand upon precisely 
the same basis with the other railroads considered 
in the case. Thereafter, the changes in the guaran- 
ties on the Pennsylvania System were made upon 
like considerations as those which operated in the 
case of other railroads. 782 

3. The disproportionate quantity of oils used on the 
Pennsylvania System, resulting, according to the 
Government's contention, in the payment by that 
system of low percentages of invoice prices is, and 
always has been, due to the extravagant and 
wasteful use of lubricants by Pennsylvania em- 
ployees and to the refusal of the Pennsylvania 



LIII 

Synopsis. Vol. Ill 

Page 

management to permit the Galena experts to intro- 
duce their economical methods, and in general to 
the almost utter lack of co-operation on the part 
of the railroad with the Oil Company. 783 

4. The great value of the Pennsylvania contract as 
an advertisement both abroad and in this country. 788 

FrPTH : Increases Appearing in Galena Maximum Guar- 
anties Generally Rendered Necessary by Increase in 
the Weight of Equipment. 791 

I. Within ten years, from 1897 to 1907, locomotives and 
cars on most if not all of the American steam railroads 
considered in this case greatly increased in average 
weight. 791 

II. The cost of lubrication to the Oil Company in- 
creases substantially with the increase in weight of 
equipment. 792 

Sixth : The New York Lubricating Oil Company. 797 

(a) Georgia Eailroad. 800 

(b) Central of Georgia. 801 

(c) Louisville & Nashville E. E. 801 

Seventh : The Galena Invoice Prices are not Materi- 
ally Higher than those op other Companies Whose 
Prices are Shown in the Eecord. 807 

I. Prices of New York Lubricating Oil Co. 808 

II. Higher prices paid for oil by the Danville & Western 
Eailroad prior to its use of Galena oils. 809 

Eighth : Assuming, but not conceding, the correctness 
OF THE Government's contention that the Galena 
system of contracts results in the sale of the same 

PRODUCT TO different CUSTOMERS AT WIDELY DIFFERENT 
PRICES, YET THAT ASSUMED FACT WOULD SEEM TO BE IM- 
MATERIAL. The WEIGHT OF AUTHORITY IS IN FAVOR OP 
THE PROPOSITION THAT ONE WHO MANUFACTURES UNDER A 
SECRET PROCESS MAY SELL HIS PRODUCT TO WHOMSOEVER 
AND AT WHATSOEVER PRICES HE WILL. 809 
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Ninth : None op the chabges in the petition and none 
raised by implication by the petitionee's pboofs haye 
been sustained. 812 

No proof of improper conduct on the part of the Galena- 
Signal Oil Company is to be found in the record. The 
success of the Company is due to the fact that it alone 
has been able to manufacture and sell the best railroad 
lubricants and to its unriyalled system of supervision of 
lubrication by experts. 812 

Tenth : The petition should be dismissed as to the 
Galena-Signal Oil Company. 812 



[end! 
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CHAPTER I. 



STANDARD Oil/ COMPANIES TO-DAY. 



CHAP. I. 
Standard Oil Companies To-day: 

1. The Standard Oil Company (New Jersey) is a corporation 
organized under the laws of the State of New Jersey. By its 
charter it is authorized to do all kinds of mining, manufactur- 
ing and trading business, transport goods and merchandise by 
land or water, to lay and operate pipe lines, to purchase or 
otherwise acquire, hold, sell, assign or transfer shares of capi- 
tal stock and bonds or other evidence of indebtedness of cor- 
porations and to exercise all the privileges of ownership, includ- 
ing voting upon the stocks so held (Bill of Complaint,p. 71). 
The authorized capital stock of the company is $110,000,000, 
divided into 1,000,000 shares of common stock and 100,000 
shares of preferred stock. On December 31, 1906, there were 
issued and outstanding 983,383 shares of its common stock 
(Pet. Ex. 9, Vol. 7, p. 30). The stock of the company is held 
by nearly 5,000 stockholders (Def. Ex. 1, Vol. 18, pp. 1-92). 

The Standard Oil business is primaiily the refining of 
petroleum and obtaining therefrom illuminating oil and other 
products. The refineries owned and operated by the Standard 
Oil Companies are as follows : 

Company. .o^^P^'^*J ^^^^\ 

^ •' 4z g. crude yearly. 

Atlantic Refining Co. : 

Eclipse Works, Franklin, Pa 3,285,000 

Pittsburg Eefinery 461,725 

Atlantic, Philad. & Marcus Hook refineries 11,915,425 

Solar Eefining Co 1,861,500 

Standard Oil Co. (California) 6,807,980 

Standard Oil Co. (Indiana) : 

Whiting, Ind 8,192,790 

Sugar Creek, Mo. 3,011,980 

Wood River, 111. :. 

Standard Oil Co. (Kansas). _ 1,645,500 
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„ Capacity bbls. 

Company. ^2 g. crude yearly. 

Standard Oil Co. (New Jersey) : 

Bayonne Eefy 13,840,435 

Baltimore Div 2,206,790 

Camden Wka., Parkersburg 534,360 

Eagle Works 3,273,320 

Standard Oil Co. of New York : 

Atlas Works, Buffalo 982,215 

Long Island Eefy 1,950,195 

Pratt Works, Brooklyn 1,578,990 

Pratt Works, Long Island City (Tar 530,710) 

Sone & Fleming Works 1,689,950 

Standard Oil Co. (of Ohio) 2,122,840 

Vacuum Oil Co.: 

Eoehester, N. T. 

Olean, N. Y 2,578,725 

(Def. Ex. 269, vol. 19, p. 627). 

The refineries obtain their crude oil through pipe lines. 
These pipe lines comprise gathering systems in the various 
fields and trunk lines through which oil collected by the 
gathering lines is conveyed to the various refineries. The 
greater part of the crude oil consumed is purchased at the oil 
wells from the owners of the wells. A small proportion is ob- 
tained from oil lands owned by the Standard Oil Companies 
(Def. Ex. 267, vol. 19, p. 627). The illuminating oil and naphtha 
produced by the refineries, so far as they are marketed in 
the United States, are for the most part transported from 
the refineries in tank cars or in barges or vessels to tank 
stations in the various states and pumped into the tanks 
located at those stations. In some cases the smaller stations 
are supplied from main stations to which the oil or naptha has 
been sent from the refinery. The customers of the Standard 
Oil Company in the vaiious states are for the most part sup- 
plied by tank wagons which distribute the oil or naptha from 
the local stations. Sixty-three per cent of the illuminating oil 
is exported and marketed abroad (Def. Ex. 276). 

The plants used in the conduct of the Standard Oil busi- 
ness are owned in part directly by the Standard Oil Company 
(New Jersey) and in part by a number of companies the stocks 



of which are owned by the Standard Oil Company (New Jersey). 
The properties owned directly by the Standard Oil Company 
(New Jersey) are much more extensive and important than 
those owned by any other single company. It owns the re- 
fineries at Bayonne, N. J., Olaremont, N. J., Baltimore, Md. 
and Parkersburg, W. Va. ; chemical plants for the manufacture 
of barrels and cases ; the pipe lines in New Jersey and Mary- 
land, and 344 marketing stations in New Jersey. Maryland, 
West Virginia, North Carolina and South Carolina. The 
Works at Bayonne are the largest of the Staadard Oil plants. 
They include separate works for dealing with the by-products 
of the manufacture of refined oil, such as paraffine wax, 
naptha and lubricating oil, and for preparing or restoring 
various materials used for refining purposes, such as acid, 
clay and copper compounds (Deft. Ex. 280, vol. 19, p. 671). 
On December 31, 1906, the total net assets of the Standard 
Oil Company (New Jersey), irrespective of the stocks, bonds 
or other interest in any other companies, amounted to 
$77,890,884.28 (Pet. Ex. 9, vol. 7, p. 28). This amount repre- 
sented about 21.7 per cent, of the entire assets of the business. 
The most important of the companies, whose stocks are 
owned by the Standard Oil Company (New Jersey) are : 

(1) Standard Oil Company of New York owns the refineries 
located in the State of New York (except the two owned by 
the Vacuum Oil Company), and marketing stations in New 
York and New England. 

(2) Atlantic Refining Company owns the refineries in 
Pennsylvania and marketing stations in Pennsylvania and 
Delaware. 

(3) Standard Oil Co. {Indiana) owns the refineries at 
Whiting, and Sugar Creek, Mo. and Wood River, 111., and 
marketin i, stations in a number of Western states. 

(4) Standard Oil Co. {California) owns the refinery 
at Eichmond, California, California pipe lines and marketing 
stations in the Pacific Coast States. 

(5) The Sfandard Oil Go. {of Ohio) owns the refineries 
at Cleveland, Ohio, and marketing stations in Ohio. 

(6) Solar Refining Company owns the refinery at Lima, 
Ohio. 

(7) Standard Oil Co. {Kansas) owns the refinery at 
Neodesha, Kansas. 



(8) Vacuum Oil Company owns plants at Olean and 
Kochester, N. T. and is chiefly engaged in the manufacture ol 
lubricating oils. 

(9) The Northern Pipe Line Com,pany, the Southwest Penn- 
sylvania Pipe Lines, the Southern Pipe Line Company and the 
Crescent Pipe Line Company own pipe lines in Penn- 
sylvania ; The New York Transit Company owns pipe 
lines in New York ; The Buckeye Pipe Line Co. owns 
pipe lines in Ohio ; The hidiana Pipe Line Co. owns 
pipe lines in Indiana ; Eureka Pipe Line Co. owns pipe 
lines in West Virginia ; Cumberland Pipe Line Co. owns 
pipe lines in Kentucky. 

(10) The Prairie Oil c& Gas Co., and the Ohio Oil Co. own 
«ome producing properties and also own private pipe lines. 
The former owns the pipe line constructed on its own right of 
way from Oklahoma to GriflSths, Indiana, where it connects 
with the lines of the Indiana Pipe Line Co. 

The only other company of importance owning producing 
properties, whose stock is held by the Standard Oil Co. (New 
Jersey) is the South Penn Oil Co. 

(11) Standard Oil Co. (Kentucky), Continental Oil Co. 
and Standard Oil Co. (Nebraska), are the chief com- 
panies engaged exclusively in marketing oil. The Standard 
Oil Co. (Kentucky), owns the marketing stations in the states 
south of the Ohio and east of the Mississippi, excepting "Vir- 
ginia and the Carolinas. The Continental Oil Co. owns the 
marketing stations in the Kocky Mountain States, and the 
Standard Oil Co. (Nebraska), operates only in Nebraska. 

(12) Anglo-American Oil Co. LJd., organized under the 
laws of Great Britain, owns marketing plants in Great 
Britain ; Colonial Oil Company, organized under the laws of 
the State of New Jersey, owns marketing plants in Portugal 
and Portuguese possessions and elsewhere in foreign countries. 
No other foreign company has been made a party defendant in 
the present action. 

(13) The Union Tank Line owns tank ears that are largely 
employed in the transportation of the refined oil and naphtha 
produced at the various refineries. 

The tank steamers, barges, floating equipment, etc. used in 
the business are owned by different companies, largely by the 
Standard Oil Co. of New York, and the Standard Oil Co. 



(California). The vessels used in the foreign trade are for the 
most part owned by the foreign companies. 

The foreign companies do no business in the United 
States, except that they purchase oil here to supply the re- 
quirements of their business (J. D. Archbold, vol. 17, p. 3296). 

Tke Standard Oil Company (New Jersey) owns all of the 
stock of each of the companies above named. 

II. Three important companies are made parties defendant 
to the Bill of Complaint, in each of which there is a large 
minority interest not owned by the Standard Oil Co. (New 
Jersey). These three companies are Chfisebrough Manufactur- 
ing Company, Galena-Signal Oil Company, and the Waters- 
Pierce Oil Company. 

(a) The Chesebrough Manufacturing Company is engaged in 
the manufacture and distribution of vaseline and various vase- 
line products. The practical conduct of the business is in the 
hands of the minority stockholders, who own nearly half the 
stock. The operations of the company have no relation to the 
present case. 

(5) The Galena-Signal Oil Company has Works at Frank- 
lin, Pa. It is engaged in the manufacture of oils of a special 
character for the use of railroads. Its operations are con- 
ducted independently and have no relation to the general bus- 
iness of the Standard Oil Companies. 

(c) The Waters-Pierce Oil Company has a capital stock of 
400,000 shares divided into 4,000 shares, of which the Stand- 
ard Oil Company own 2,747. The company has marketing 
stations in Missouri, Arkansas, Oklahoma, Texas and Louisi- 
ana, and also has refineries and marketing stations in Mexico. 
It purchases crude oil for the use of its Mexican refineries from 
the Standard Oil Companies, also refined oil and lubricating 
oil to supply its trade. It obtains crude oil and purchases 
refined oil from other sources also. The conduct of the busi- 
ness of the Waters-Pierce Oil Co. has always been in the 
hands of the minority stockholders, and the Standard Oil 
Company has nothing to do with the marketing policy 
pursued by it. The actual operation of the business 
of the company has always been directed and controlled by 
the minority stockholders, Mr. H. C. Pierce and his imme- 



diate family (H. C. Pierce, vol. 3, pp. 1067-8 ; J. D. Archbold 
Tol. 17, p. 3632). 

III. A particular description of the other companies made 
parties defendant to the Bill is unnecessary. They play, 
no part in the general plan of the Standard Oil Company's 
business. 

(a) A number of the companies named as defendants were 
liquidated many years ago, and are no longer in existence. 
The Companies that have been liquidated are 

Acme Oil Company. 
American Lubricating Oil Co. 
Argand Refining Co. 
Baltimore United Oil Co. 
Bush & Denslow Manfg. Co. 
Camden Consolidated Oil Co. 
Eclipse Lubricating Oil Co. 
Oswego Manfg. Co. 
Standard Oil Co. of Minnesota. 

To these may be added the Republic Oil Co. and the Standard 
Oil Co. (Iowa), each of which is now in liquidation. 

(hj In several of the companies the Standard Oil Co. has 
no interest, except that it holds a minority of the stock. The 
companies, in which it is interested only as an investor, hold- 
ing a minority of the stock, are 

Tidewater Oil Company 
Tidewater Pipe Co., Ltd. 

TTnif.fid Oil riomnfiTnir 



standard Oil Company has no interest whatever. These com- 
panies are : 

Buffalo Natural Gas Co. 
Commercial Natural Gas Co. 
National Fuel Gas Co. 
Oil City Fuel Supply Co. 
Pennsylvania Gas Co. 
Salamanca Gas Co. 
United Natural Gas Co. 

{d) A number of other companies named as parties de- 
fendant are purely natural gas companies. The Standard Oil 
Company owns stock in them, but there is no evidence what- 
ever in the case connecting them in any way with the charges 
made in the Bill of Complaint. These companies are : 

Lawrence Natural Gas Co. 

Connecting Gas Co. 

East Ohio Gas Co. 

Mahoning Gas Fuel Co. 

Mountain State Gas Co. 

The Northwestern Ohio Natural Gas Co. 

Peoples' Natural Gas Co. 

Pittsburg Natural Gas Co. 

Taylorstown Natural Gas Co. 

(e) A number of the companies named as parties defendant 
are companies in which the Standard Oil Company disclaims 
all interest. These are : 

The Corsicana Refining Co. 
Manhattan Oil Co. 
Security Oil Co. of Texas, 
Florence Oil & Eefg. Co. 

The National Transit Company at one time owned the Corsi- 
cana Refining Company, whose properties were created out of 
moneys of the National Transit Company. Long before the 
institution of the present action the properties were sold and 
the Standard Oil Company no longer has any interest in them. 
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(f) The other companies named as parties defendant in 
the Bill of Complaint are of minor importance and are in no 
way connected by any evidence with the charges in the Bill of 
Complaint, or with interstate or foreign trade or commerce. 
Such companies are : 

Franklin Pipe Company, Ltd., 
Swan & Finch Company. 

(g) Various companies, in which the Standard Oil Com- 
pany owns stock, but which are not made defendants to the 
Bill of Complaint are named in Petitioner's Exhibits 1 and 11. 
These are for the most part foreign companies. Two or three 
are producing companies of minor importance ; some are nat- 
ural gas companies ; the others are not engaged in the oil 
business or their business is of a purely local character. None 
of the companies referred to in this sub-division are in any 
way connected by the evidence with the charges brought. 
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CHAPTER II. 

ORIGIN, DEVELOPMENT AND OWNER- 
SHIP OF THE STANDARD OIL BUSINESS 
AND PROPERTIES. 

FIRST. Early Conditions in the Oil Industry. 

I. The dependence of the peteolbum industry upon a con- 
tinuous SUPPLY OP CRUDE OIL AND THE UNCERTAINTIES AS TO 
THE SUPPI;Y GIVE A HAZARDOUS CHARACTER TO THE BUSINESS 
WHICH HAS PROFOUNDLY AFFECTED THE WHOLE COURSE OF ITS 
DEYELOPMENT. 

1. Until 1886 substantially all the crude oil produced in the 
United States came from the fields of New York and Penn- 
sjlvania. These have long since reached their maximum pro- 
duction and are now on the decline. The production of the 
newer fields in West Virginia, Ohio and Indiana has long beeu 
decreasing. The largest output to-day is from the fields of 
Kansas and Oklahoma. At the present rate of output it may 
be expected that these fields within a few years will begin to 
decline. Southern Illinois is now an increasing field and for 
some years there has been a large production in California and 
in Texas (Def. Ex. 2B5, vol. 19, p. 624). 

In the earlier days of the oil industry, New York and Penn- 
sylvania fields alone were looked to for the supply of crude oil. 
The rapid development and subsequent decline of production 
in the difi'erent districts in New York and Pennsylvania are very 
striking. The first oil was produced in Crawford County, 
Pennsylvania, on the banks of Oil Creek. In 1865, the 
production was still confined to a district about 11 miles 
long in the valley of Oil Creek and extending up the 
valleys of the streams running into Oil Creek. (Emery, 
vol. 6, p. 2671). In 1870, the production was still confined 
to the neighborhood of the first discoveries. (Rockefeller 
vol. 16, p. 3056). The first operations in the Bradford 
field, McKean County, Pennsylvania and Allegany County, 
New York, were in 1875. In 1882-3 the production in this 
field reached 81,000 barrels per day (Emery, vol 6, p. 2741). 
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It has now fallen to 5,000 or 6,000 barrels a day (Emery, 
vol. 6, p. 2742 j. The Cherry Groye field, in Warren County, 
Pennsylvania, was developed about 1882, and for a few months 
produced many thousand barrels a day, and then failed entirely 
(Emery, vol. 6, p. 2742 ; J. D. Archbold, vol. 17, pp. 3234-35). 
In 1884 the Thorne Creek Field was developed in Butler 
County, but the production has now fallen o£f to little or 
nothing, and the same is true of a number of other smaller 
fields in Western Pennsylvania (Emery, vol. 6, p. 2743). The 
first oil was produced in Southwestern Pennsylvania in 1886 
or 1887, and the Washington field and McDonald field reached 
their maximum development about 1891. Some of the wells 
in these fields produced as much as 5,000 or 6,000 barrels per 
day (Emery, vol. 6, p. 2744). These fields have declined like 
the rest. The production of the wells in the Pennsylvania 
field now averages less than one-half a barrel of crude oil a 
day (Emery, vol. 6, p. 2744). The fluctuations in the total 
supply of oil from the New York and Pennsylvania fields from 
1859 to 1882, irrespective of the fluctuations in the particular 
fields whose output went to make up the total, are shown in 
Defendant's Exhibit 265 (vol. 19, p. 624). The production for 
each year between those dates was as follows : 

Year. Barrels. Year. Barrels. 

1859 3,000 1871 5,305,234 

1860 500,000 1873 6,293,194 

1861 3,113,609 1878 9,893,786 

1863 3,056,690 1874 10,926,945 

1863 3,611,309 1875 8,787,514 

1864 3,116,109 1876 8,968,906 

1865 2,497,700 1877 13,135,475 

1866 8,597,700 1878 15,163,463 

1867 3,347,300 1879 19,685,176 

1868 3,646,117 1880 26,036,631 

1869 4,215,000 1881 27,376,509 

1870 5,260,745 1883 30,053,500 

2. During all this period and later there was constant ap- 
prehension that the available supply of crude oil would be 
exhausted and the value of all investments dependent upon 
such supply would be destroyed. 

Mr. Archbold testifies as follows (vol. 17, pp. 3250-1) : 

" Q. To what extent during the years that you have 
been connected with the oil industry has the business 
as a whole been dependent upon the discovery and 
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opening up of new fields ? I do not of course expect 
you to give any percentage extent, but can you give us 
some general idea of what relation tliere has been in 
the development of this business, between that develop- 
ment and the opening up of these newly discovered 
fields, that is, in connection with this industry as a 
whole, and what the fate of the business would have 
be6n if these new fields had not been discovered ? 
****** 

A. I should say that through the earlier years of the 
business, up to a period in the eighties at any rate, 
there was constant anxiety as to the exhaustion of the 
fields ; and up to a period I should say in the early 
eighties at any rate that anxiety was at times apparently 
well-founded. I recall very distinctly a period in the 
late sixties when it looked as though the exhaustion 
was imminent, and at that time I had serious appre- 
hension of my own relation to the bubiness. I know 
that the anxiety in that respect affected the disposition 
of investors very markedly indeed with reference to 
engaging in the business. They said, " Well, what 
assurance have we that the supply of this article will 
continue, and that these investments which you are con- 
templating in a class of construction that is good for no 
other purpose will continue in value ? " We heard that 
all through the earlier history of the business ; and I 
say to my own criticism in respect to this general ques- 
tion that I could not escape sharing, in all the earlier 
years of the business, in that feeling myself, and I 
limited my relation to the business in the way of owner- 
ship because of that apprehension ; and at the expense 
of my own sagacity I might say that as late as early in 
the eighties I sold Standard Oil trust shares after the 
trust agreement was entered into, at 75 or 80 cents on 
the dollar ; in the very fear that it might not continue. 

Q. The oil industry to-day, in so far as the produc- 
tion of crude is concerned, is essentially a mining busi- 
ness, is it not ? A. It is a mining business. 

Q. Is there any way known by which you can 
measure the extent of the production from a given well 
when that oil well is opened up ? A. No, there is no 
way of judgiug with accuracy in that respect; audi 
may say that with reference to the chance of finding oil 
the geologists have really been of very little aid to us 
as a whole. They often tell us where oil is not, but 
what they do not often tell is where oil exists, where 
oil is to be found. 

Q. There is not any way of sending an expert into 
an oil well, as an expert may be sent into a silver mine 
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or a gold mine, with a view of estimating the capacity 
of that well, is there ? A. Oh, none whatever, no sir. 

Q. And the well that is a tremendous gusher to-day 
may be entirely unproductive to-morrow ? A. It may ; 
and it is true also that wells producing large quantities 
of oil have been discovered, and practically nothing de- 
veloped about them, or nothing of any importance ; mere 
pockets of oil, as it were. 

Q. Before the Ohio field or the midcontinent field 
was opened up, was there any expectation on the part 
of the men who were in the petroleum industry or any 
reason to believe that such fields might be discovered 
and opened ? A. I think there was no reason to be- 
lieve it. 

****** 

(Witness :) It was purely a speculative thing. 
People went into these sections and drilled wells and 
the oil was finally discovered. I might say, with refer- 
ence to the great midcontinent field, that the question 
of there being oil there being raised with me at one 
time by ar associate who heard the matter discussed 
abroad, I answered him that I would undertake to drink 
all the oil that was ever produced in that section." (vol. 
17, pp. 3250-1). 

In 1875, Mr. Henry E. "Wrigley, then head of the Pennsyl- 
vania Geological Survey, concluded, after a thorough study of 
the situation, that the production had reached its maximum, 
and that, within three years, the supply of crude oil must de- 
cline. (J. D. Archbold, vol. 17, p. 3470). His conclusions were 
stated in response to a request for information from the Oil 
City Oil Exchange and were widely published throughout the 
oil regions (vol. 17, pp. 3470-2). In 1882, men well qualified 
to judge the situation estimated the duration of the oil fields 
at four years (J. D. Archbold, vol. 17, p. 3473). 

Mr. Eookefeller testifies (vol. 16, p. 3072) as follows 

" Q. Taking the conditions as they are during those 
years, just as they existed, did they import into the 
business of refining oil a serious element of risk and 
uncertainty ? A. Oh, it could not be otherwise ; it 
could not be compared to other businesses, of manufac- 
turing and other undertakings, where we could know 
about our source of supply of the raw material, and the 
construction for the refining of the oil could not be 
utilized for other purposes. 
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Q. Was that a fact realized and appreciated at that 
time ? A. Oh, it was a fact that caused the inyestors 
in the refining business always apprehension, anxiety ; 
it could not be otherwise ; and especially on account of 
the haste to increase in the earlier days. The refiners 
were investing so such of their money in plant. To be 
left with nothing but the plant, and the oil giving out, 
was of course very naturally causing anxiety, appre- 
hension. 

Q. At that time, Mr. Kookefeller, is it the fact that 
at that time wells would run and give out? A. Oh, 
certainly. That process obtained from the beginning 
of the history of oil — a flush production, then a general 
decline, and finally practical abandonment. 

Q. Was that true at that time of limited districts, 
that there would be oil produced, and then the flow 
decrease and finally cease ? A. Oh, yes ; we had what 
was called flush production in the new fields, and some 
of them were very short lived." 

The unwillingness of many to encounter the hazards due 
to the possible failure of the oil fields, on which the value of 
their investments was dependent, lead to their retirement from 
the oil business. Willingness to encounter the hazard and to 
make great exertions to reduce it to a minimum has been one 
of the great secrets of the success of those who staked their 
fortunes upon the future of the business. 

II. The conditions undeb which the eaely oil business 

WAS CAKKIED ON NECESSAEILY KENDEBED IT SPECULATIVE IN THE 
HIGHEST DEGBEE. 

1. In the period immediately following the first discovery 
of petroleum, the oil was barreled at the wells and drawn by 
wagons across the country to Erie, Corry, or other shipping 
points (Emery, vol. 6, pp. 2672-3). The price of transporta- 
tion by wagon was very high, varying from $1.50 to $8.00 or 
$4.00 per barrel (Emery, vol. 6, p. 2682). Tank cars for the 
transportation of oil, after it had reached the railroad, did not 
come into use until after 1865. In that year, some wooden 
tank cars began to be used (Emery, vol. 6, p. 2673). Iron tank 
cars were first used about 1870 (Irwin, vol. 6, p. 3024). Ship- 
ment by water to Pittsburg was a mode of transportation 
employed to a considerable extent. The oil was loaded on 
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barges along Oil Creek and these were floated to the Allegany 
Elver on artificial floods produced by damming the Creek and 
afterwards releasing the accumulated water (J. D. Arcbbold, 
vol. 17, p. 3229). Branches of the various railroads eventually 
penetrated into the oil regions, and in 1869 a few small gather- 
ing lines had been constructed connecting oil wells with rail- 
road shipping points. (See Def. Ex. 258). The first con- 
siderable gathering lines were built by Vandergrift and 
Forman (Lee, vol. 6, p. 3152). There were 20 or 30 
lines constructed by different individuals. (Emery, vol. 
6, p. 2725). All of the lines, however, were small 
local lines and for the most part were poorly constructed 
(J. D. Archbold, vol. 17, p. 3230). Their only business was to 
transport the oil from the wells to railroad shipping points. 
The first line extending beyond the oil regions and designed 
to do away with the necessity for railroad shipment was the 
Columbia Conduit Company, organized in 1874. This line 
was projected down the Allegany River to Pittsburg and 
when completed was 50 or 60 miles long (See Def. Ex. 259). 

The local lines first became consolidated into an efficient 
system in 1877. Construction of trunk lines to the seaboard 
and other points outside of the oil regions did not begin until 
later, and no lines to the seaboard were completed until the 
early 80's (J. D. Archbold, vol. 17, p. 3320). 

2. In the earlier days of the oil industry, the prices of 
crude oil were subject to tremendous fluctuations. The price 
of oil in the field prior to 1865 went down as low as 10c. a 
barrel, and oil from the same well was sold at $16.00 a barrel 
(Emery, vol. 6, pp. 2679-2680). Many wildcat companies 
were established, ostensibly to engage in the production of oil, 
and the stocks of these companies were disposed of to the 
public. The result was utter demoralization of the business 
of production and in consequence the public lost confidence 
in the business and it greatly declined (Emery, vol. 6, 
pp. 2681). Between 1865 and 1870 there were wide 
fluctuations in prices. Oil sold for as much as $7.25 per bar- 
rel (Emery, vol. 6, p. 2684), and as low as $1.90 per barrel 
(Emery, vol. 6, p. 2683). The price of barrels at the same 
time was upwards of $2.00 each (Emery, vol. 6, p. 2683). 

The first oil exchanges were established in 1870 and 1871. 
An enormous amount of speculation in oil was carried on on 
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the exchanges (Emery, vol. 6, p. 2736). Wide fluctuations in 
price were daily occurrences. For instance, February 10, 
1874, the price ranged from $1.80 to $2.10 per barrel, and in 
October of the same year oil sold as low as 70c. per barrel 
(Emery, vol. 6, pp. 2734-5). Naturally the development of 
the early refining industry was greatly affected by the condi- 
tions just described. Mr. Archbold testifies (vol. 17, p. 
3230) as follows :— 

" Q. What do you say concerning wide fluctuations, 
if any, in the price of both crude and refined during 
those earlier years ? A. There were very wide fluctua- 
tions. The market was subject to the fluctuations not 
only of speculation which was very rampant for a 
period, but to all the attendant features of the mining 
business as such. There had not begun to be any sys- 
tem of reserved storage or reserved stock, and a single 
well would often influence the market very materially 
indeed, and it was in respect to the question of fluctua- 
tion of course, a business of hazard at that time. 

Q. Was there much speculation in the purchase and 
sale of oil during those years ? A. From 1863 to 1866 
there was a country wide speculation in oil stocks, oil 
lands, oil companies of all kinds. Following that there 
began a speculation in the oil itself, after a time when 
the stocks began to accumulate, and that attained very 
great proportions, oil exchanges being established at 
pretty nearly every financial center in the country, and 
the article being made a speculative medium to an 
enormous extent. 

Q. What would you say was the effect of that tre- 
mendous speculation during those years upon the in- 
dustry as a whole in respect to the question of stability 
or demoralization ? A. It resulted in very wide fluctu- 
ations, which made it a difficult and hazardous business 
for the manufacturer." 

III. PrIOB to 1870 THE BUSH INTO THE BUSINESS OP EEFINING 
OIL HAD BESULTED IN THE ERECTION OF BEFINEBIES WITH A TOTAL 
CAPACITY FAB IN EXCESS OP THE AMOUNT OF CBUDE OIL TO BE 
REPINED, AND THE PEOFITS OP THE BUSINESS CONSEQUENTLY 
FELL OFF. Many op these refining ENTERPRISES LACKED ALL 
THE ELEMENTS NECESSARY TO ENSURE PERMANENCE AND STABILITY 
AND COULD NOT CONTINUE UNDER THE NEW CONDITIONS. 

1. Eefining oil seems to have been begun almost im- 
mediately after the discovery of crude oil. Within a few 
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years refineries had been establisliecl at many different places. 
Eefineries were located at Cleveland at least as early as 1862. 
Mr. Emery testifies that there were at one time upwards of 
250 refineries, one being located as far east as Portland, Maine, 
and one as far south as New Orleans (vol. 6, p. 2611). There 
were 15 or 20 in Cleveland, 40 or more in Pittsburg, and a 
large number in Erie, at one time as many as 75. Others were 
located at New York, Philadelphia, Boston, Corry, along Oil 
Creek between Corry and Oil City and along the Allegheny 
Eiver. In 1870 the chief refining points were Cleveland, Pitts- 
burg, Philadelphia, Baltimore, Parkersburg and New York. 
(J. D. Eockefeller, vol. 16, p. 3056). Mr. Eockefeller testifies, 
(vol. 16, pp. 3057-8) : 

" Q. Was it a prosperous business during those 
years or any part of them ? A. It was a very prosper- 
ous business indeed in the beginning, very prosperous 
indeed. 

Q. Did that lead to the erection of a good many re- 
fineries ? A. Of course the prosperity of those first 
engaged in the business was known to others, and the 
numbers of those who sought to engage in that very 
profitable business steadily and very rapidly increased. 

Q. Give us an idea during that time of how a man 
could start a refinery. What sort of refineries were 
started ? A. Well, as a matter of fact, people from a 
number of other businesses, unfamiliar with this, en- 
gaged in this. I might say that people turned to this 
as a business from almost every other kind of business. 
Many of the persons engaging in this business of refin- 
ing oil were not necessarily among our leading and best 
trained business men. 

Q. Was there a rush into the business in those early 
years? A. A great rush to the business of refining oil. 

Q. What sort of refineries were put up ? A. All 
sorts and conditions of refineries, from very small ones 
to moderate sized and larger, according to the capital 
which the people could control who engaged in the 
business. Our construction was quite different from 
some of the very small and inferior ones. We started 
in with some pretty clear ideas of business, having had 
a number of years of practical business experience, and 
as far as we went we sought to build in the best pos- 
sible way. We thought we had the model refinery at 
that time. 

Q. In the oil regions what was the general character 
of the refineries that went up there during this period ? 
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A. In the oil regions I should say that the general 
character of the refineries was not on the average up to 
the refineries which were constructed at Cleveland. 
Many very inferior little refineries were constructed 
there. 



(P. 3063) : 

Q. Coming now to the years 1870 and 1871, what sort 
of years were those in the oil business ? A. The busi- 
ness of the late sixties, and around there, was very much 
overdone. The refineries had been constructed so 
rapidly that the profit in refining was very much less- 
ened, so that we constantly looked to an increasing 
volume and a lessening profit for the good returns 
which we continually got out of the business ? 

Q. What was the fact as to there being an excess 
of refining capacity in the country, disclosing itself 
through those years. 

Me. Kellogg : What years ? 

Witness : The late sixties. 

Q. And in 1870 and 1871. A. Yes, along in that 
neighborhood. The facts as I have stated were that 
there were more refineries than were required to refine 
the oil that was produced. The refineries consequently 
could not all run. They were part of the time idle. It 
was costing more to make the oil under such circum- 
stances." 

Mr. Archbold testifies (vol. 17, p. 3229) that the little refin- 
eries that sprang up in the oil regions were in many cases very 
primitive concerns, " often with single little goose-neck stills, 
hastily constructed and ineligibly located as a rule, put up 
just in the hurry of the mining excitement of the early day, 
without much knowledge of what the business could or would 
develop into — mere makeshifts of concerns." Mr. Emery esti- 
mates that the capacity of the refineries was from 2 to 5 times 
the amount of the crude oil to be refined (vol. 6, p. 2712). 

2. The business methods of the early refiners were as 
primitive as their equipment. The by-products of petroleum 
were not utilized. In 1870 the benzine derived from the crude 
petroleum was burned under the stills. The tars produced by 
the refining processes were run into the river (Emery, vol. 6, 
p. 2784; J. r>. Archbold, vol. 17, p. 3257). The refined oil was 
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disposed of by advertising the oil and often sending samples to 
remote points with a view to inducing customers (J. T>. Arch- 
bold, vol. 17, p. 3230). The product of the refineries was of very 
uncertain quality as to color, test and burning qualities, and 
the introduction for domestic use of slow progress. There 
was great distrust and opposition to its use for many years on 
the ground of its lack of safety, and because of its bad odor and 
bad general condition (J. D. Archbold, vol. 17, p. 3230). The 
refineries, as a rule, had no warehouses or shipping facilities 
at seaboard points, so that oil destined for export had to bear 
warehousing and lighterage charges at the seaports (J. D. 
Eockefeller, vol. 16, p. 3063). 

3. Many of the weaker refineries had gone out of business 
before 1870. In 1865 there were 15 or 20 more refineries 
along Oil Cretek than in 1870. Many people had gone to- 
gether ; there had been many consolidations ; many had gone 
out of business (Emery, vol. 6, pp. 2674-5). Most of the 
small refineries in and around New York went out of business 
when the revenue tax on petroleum was removed ; apparently 
their margin of profit had depended upon their ability to evade 
the tax (Lombard, vol. 1, pp. 245-6). All of the export trade 
from Pittsburg had fallen into the hands of three firms : War- 
ing, King & Co., Warden, Frew & Co. and Logan Bros. & Co. 
These three houses handled substantially all of the oil of the 
Pittsburg refineries (Irwin, vol. 6, p. 3010). The principal oil 
region refineries consolidated their business to the extent of 
having a common sales agent at New York (J. D. Archbold, 
vol. 17, p. 3241). Consolidation of the business was hastened 
by the improvidence of the early refiners in putting too 
much of their capital into refining plants, because of their 
fears in regard to the permanency of the supply of crude oil, 
and by the attitude of capitalists, among whom there had 
grown up a great distrust of the oil business and unwillingness 
to risk their money in it (J. D. Eockefeller, vol. 16, pp. 3067-8). 
Mr. Eockefeller says, in respect to the attitude of capitalists 
(vol. 16, p. 3065) : 

" They had been made familiar, in the early sixties, 
with many enterprises, notably in connection with oil 
producing, that had aroused their fears and created 
grave apprehensions. In those years many schemes, 
often of very little value, were floated on perhaps large 
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capitalization, and the buyers of those sh-ares at these 
prices, which were advanced under the stimulus of the 
incoming of the production of the oil, lost money. 
There was general dissatisfaction, not only in that sec- 
tion of country, but I should say very broadly through 
the States. Whoever had money and was unwise enough 
to make purchases of those inflated shares had occasion 
to regret it afterwards, and we were suffering." 



SECOND. The rise of the Standard Oil Com- 
pany and the development of the Standard Oil 
business dovm to the Trust agreement of 1882. 

I. The Standaed Oil business from its inception had ele- 
ments OP peemanence, stability and successful development 

THAT WEEE GENEEALLT LACKING IN THE ENTERPRISES OP THAT 
PEEIOD, and AT THE TIME OP THE OBGANIZATION OP THE StANDAED 

Oil Company op Ohio in 1870, was already the most im- 
poetant single pactoe in the oil business of the country. 

1. The history of the Standard Oil Company starts with the 
organization of the firm of Andrews, Clark & Co. at Cleveland 
within a year or two after the first discovery of crude oil. The 
members of the firm were John D. Eockefeller, Morris Clark, 
James Clark, Eichard Clark and Samuel Andrews. They con- 
structed a refinery, which, although small measured by present 
standards, was of good size for those days. The Clarks 
retired in 1865, Mr. Eockefeller having bought out their 
interest, and the business was then carried on under 
the firm name of Eockefeller & Andrews. Meanwhile the 
business had steadily grown, and the capacity of the 
refinery had been increased (J. D. Eockefeller, vol. 
16, pp. 3053-4). In 1866 the firm of Wm. Eockefeller 
& Co. was organized. The firm of Eockefeller & Andrews 
and Wm. Eockefeller constituted this firm. Wm. Eocke- 
feller & Co. built in 1866 a refinery on land adjoining that 
occupied by Eockefeller &, Andrews. In the same year a 
third firm was organized under the name of Eockefeller & Co. 
It was composed of the same three gentlemen who made up the 
firms of Eockefeller & Andrews and Wm. Eockefeller & Co. 
Eockefeller & Co. were located in New York and their busi- 
ness was the sale for export of the oil manufactured by the 
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other two firms and the warehousing of oil in New York. Mr. 
Wm. Eockefeller moved to New Tork to conduct the business 
of Rockefeller & Co. By the establishment of this New York 
house, the partners hoped to develop the sale of oil from New 
York, to save the expense of commission men, and by doing 
their own warehousing to reduce to a minimum the cost of 
handling oil destined for export (J. D. Rockefeller, vol. 16, pp. 
3054-6). In 1867 the three firms were consolidated under the 
firm name of Kockefeller, Andrews & Flagler. H. M. Flagler 
became a member of the new firm, and a large amount of 
additional capital was put into the business (J. D. Rockefeller, 
vol. 16, p. 3055). The new firm then owned two refineries 
in Cleveland and had a commission and warehousing branch in 
New York, from which the oil destined for export was handled. 
They also had a domestic trade in oil from Cleveland. This was 
a steadily growing trade and so far as it could be secured was 
preferable to the export trade {id.). This firm continued until 
the organization of the Standard Oil Company of Ohio Janu- 
uary 2nd, 1870. The business meanwhile had shown a steady 
growth and increase. Each of the partners gave his entire 
time to the business and each of them devoted himself to the 
study of everything that would promote its growth in every de- 
partment, manufacturing, merchandising, and finance (J. D. 
Rockefeller, vol. 16, p. 3056). Their refineries were constructed 
in the most substantial manner. Samuel Andrews, one of the 
members of the firm, was a practical refiner of oil, trained in the 
business and one of the few men at that time capable of mak- 
ing good illuminating oil (J. D. Rockefeller, vol. 16, pp. 3057-8). 
The members of the firm were constantly adopting new ideas 
and putting them into practice for the benefit of the business 
(J. D. Rockefeller, vol. 16, p. 3059). One of the innovations in- 
troduced by them was the manufacture of their own barrels by 
machinery. They established their own barrel-making plant 
about 1867. Prior to that time they had been purchasing bar- 
rels from small barrel makers, and the barrels so procured were 
often of inferior quality, causing loss by leakage. There was 
frequently difficulty in obtaining a sufficient supply even of 
these barrels. The cost was $2.50 per barrel. 'The result of 
the establishment of the barrel making plant was that an ade- 
quate and regular supply of barrels was secured. The quality 
was improved, so that the loss by leakage was saved and the 
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cost per barrel was reduced from $2.50 to $1.25 (J. D. Eocke- 
feller, vol. 16, pp. 3059-3061). Other innovations in the 
business introduced by the firm were the establishment of 
the branch house in New York and the establishment there 
of warehouses (J. D. Eockefeller, vol. 16, p. 3061), and the ac- 
quisition by the firm of its own lighters in New York for 
transportation of its oil from the cars to the warehouses. 
The method pursued by the firm from the beginning was 
to provide its own facilities rather than to hire the facilities of 
others, and this was done as fast as capital could be obtained 
(J. D. Eockefeller, vol. 16, p. 3063). 

2. The location of the refineries at Cleveland afforded 
the firm considerable advantages as compared with 
refineries located at other points. Cleveland is between 
135 and 150 miles Northwest of the oil regions. This, 
of course, subjected the firm to the expense involved in the 
transportation of oil to its refineries. This disadvantage 
was more than compensated for in other ways. Cleveland was 
the best point for the development of the domestic trade. The 
Great Lakes furnished ready means of transportation to the 
Northwestern country and different railroads radiated towards 
the West and South. Access to the seaboard might be had 
over one of several routes : Over the Lake Shore and N. Y. 
Central roads, over the Atlantic and Great "Western, and Erie, 
over the Pennsylvania Eoad, or by water through the Erie 
Canal. Canal boats loaded with oil at Cleveland could be un- 
loaded at the firm's docks in New York City (J. D. Eockefeller, 
vol. 16, pp. 3056-8). 

3. The most important element in the success of the business 
in its early days and subsequently was the recognition by its 
owners of the fact that they could not afford to tie up all their 
available resources in the construction of refineries (J. D. Eocke- 
feller, vol. 16, p. 3067), and their success in obtaining the capi- 
tal which they thought to be necessary not only to provide 
facilities for economies in the conduct of the business, but, also 
to meet emergencies and the changing conditions of the busi- 
ness (J. D. Eockefeller, vol. 16, p. 3066). From the beginning 
they enjoyed high credit and were large borrowers, and the 
establishment of their branch house in New York enabled 
them to secure large sums of money at lower rates than could 
be obtained in the West (vol. 16, p. 3061). 
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4. The position of the business was greatly strengthened 
in 1870 by the organization of the Standard Oil Co. of Ohio. 
The capital of the new company was $1,000,000, which was a 
very large capitalization in 1870. Large capitalists, who had 
watched the progress of the firm and had confidence in its 
members, took stock in it. The most important of these were 
Mr. A. Stone and Mr. S. P. Handy, of Cleveland, and Mr. O. 
Jennings and Mr. Benjamin Brewster, of New York. They 
not only contributed large amounts in payment for the stock 
subscribed for by them, but their connection with the company 
greatly increased its ability to borrow money necessary for the 
further expansion and development of the business (J. D. Eocke- 
feller, vol. 16, p. 3062). The new corporation took over all 
the properties of the firm, Eockefeller, Andrews & Flagler. 
Their refineries were at that time not only much the largest 
in Cleveland, but were the largest in the entire country (J. D. 
Eockefeller, vol. 16, p. 3059). Their business was probably 
fully 10 per cent, of the entire petroleum business of the 
country (J. D. Archbold, vol. 6, p. 3269). By reason of the 
various innovations they had introduced, the new company was 
able to save a large part of the expenses which their competi- 
tors had to bear (J. D. Eockefeller, vol. 16, p. 3063). Its 
ability to conduct the business economically and its strong 
financial position made it inevitable that it would survive 
in the impending struggle for existence due to the overcon- 
struction of refining-plants. 

II. The acquisition by the Standard Oil Company in 1871 
AND 1872 OF yaeious eepineeies in Cleveland was the natueal 

EESULT OF THE CONDITIONS PEEV AILING IN THE OIL INDUSTEY. 

1. The reasons for the acquisition of the Cleveland refineries 
can best be given in Mr. Eockefeller's own words ; he says : 
(vol. 16, pp. 3066-7.) 

" Q. Now you can add what you were going to say ? 

A. We recognized that if we would succeed, we 
must, if possible, increase the volume of our business 
with a given expense, and thus reduce the cost of the 
business in every department of manufacture and mer- 
chandising, and the same held true in reference to these 
warehouses. If we could put through a warehouse two 
or three thousand barrels instead of one thousand in a 
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day, we reduced our cost. It was ajong the line of 
smaller profits and a larger volume. 

****** 

Q. What led you to make these purchases, or your 
company ? You were president of the company, were 
you not ? A. I was president of the Standard Oil 
Company of Ohio. The extension of our domestic 
business primarily from this point, which we regarded 
as the most favored point for the domestic trade. 

Q. You say that was your principal reason, to en- 
large. A. To acquire these businesses and this trade 
which we ourselves had been conducting since our entry 
into the refining business, and this local trade, retail 
trade, which we desired very much to extend. 

Q. Each of these concerns had a refining capacity ? 
A. Oh, yes. 

Q. And they were marketing their products to the 
domestic trade ? A. And had trade themselves. I refer 
now to the trade through the country. I am speaking 
now about the home trade, as we say, through our 
own country, not the export." 

The desire of the other refiners to sell does not require much 
explanation. It was a recognized fact at that time, because of 
the condition of the business, that all businesses were going 
to require more and more capital (J. D. Eockefeller, vol. 16, pp. 
3065-6). The other refiners for the most part had failed to 
recognize the danger of investing all their available capital in 
refineries (J. D. Eockefeller, vol. 16, p. 3067). The rate of profit 
was constantly lessening and good returns could be obtained 
only by enlarging the volume of business and introducing 
economies into its conduct (J. D. Eockefeller, vol. 16, p. 3063). 
In respect to the negotiations leading up to these purchases, 
Mr. Eockefeller says : 

" Q. Well, to begin with, were you all Cleveland 
men ? A. We were ; neighbors, acquaintances, friends, 
having had our prosperity there together in the business 
in the good days ; and beginning generally to recognize 
the changes that were coming, and the lessening of the 
chance of good returns from the refining business on ac- 
count of the overproduction of refined oil, or of the over- 
production of the refinery construction." (vol. 16, p. 
3065). 

2. The first of these purchases, was the purchase of the 
business of Clark, Payne & Company in the latter part of the 
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year 1871. The refinery of Clark, Payne & Company next to 
those of the Standard Oil Company had the largest capacity 
of any refinery in Cleveland. About the same time, the busi- 
ness of Alexander, Scofield & Company was purchased. In 
1872 and subsequently, most of the Cleveland refineries, en- 
gaged in manufacturing illuminating oil, were purchased (J. D. 
Eockefeller, vol. 16, pp. 3064-5). The refineries were utilized ; 
the best of them were continued in operation, as, for example, 
the works purchased from Clark, Payne & Company; Alexan- 
der, Scofield & Company; Clark, Schurmer & Company; 
Hanna, Baslington & Company, and Westlake, Hutchins & 
Company. The various refineries of the Standard Oil Com- 
pany in Cleveland were connected by systems of pipes and 
the entire refining capacity was consolidated so that it could 
be operated to the best advantage and most economically 
(J. D. Eockefeller, vol. 16, p. 3161). 

3. The stockholders of the Standard Oil Company were not 
prepared to lay out all of their available resources in the pur- 
chases of these refineries. Such a course would have left them 
without sufficient capital to provide for the present and future 
needs of the business. Therefore, in order to obtain funds tO' 
pay for the refineries, the capital of the company was increased 
from $1,000,000 to $2,500,000. The sellers were given the op- 
tion of taking stock in the Standard Oil Company of Ohio or 
cash in payment for their properties. It is significant of the 
general want of confidence in the stability of the oil business 
that the general preference was for cash (J. T>. Eockefeller, vol. 
16, p. 3068). By these transactions the Standard Oil Company, 
without impairing its available capital, increased the volume of 
business for which its facilities could be employed. It in- 
creased its domestic markets and undoubtedly to a much 
greater extent increased its ];'efining capacity and its ability to 
enlarge its export trade. 

III. The Expansion and Development op the Standard 
Oil Business Subsequent to 1872 Followed a Natueal and 
Logical Couese. So ear as the Acquisition of Existing 
Plants Played a Paet in Such Expansion and Development, 
the Most Important op These Had Been Acquieed Peiob 
to 1875. 

1. The fact that the expansion of the business frequently took 
the form of the acquisition of properties already originated by 
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others was almost inevitable in view of the conditions existing 
in the oil industry. The acquisitions, to which important 
factors in the present business of the company can be traced, 
had for the most part been made by the end of 1874 The 
owners of the business had abundant capital, energy and enter- 
prise. Above all, they had faith in the future of the business 
and the courage to risk their capital, their credit, their earnings 
and profits upon the chance that it would continue to prosper. 
Others who had engaged in the business not only lacked neces- 
sary capital but also lacked faith in the future, and the courage 
to face the hazards of the business. Various refineries, market- 
ing facilities and other properties suitable for use in the busi- 
ness had been established at points to which, in the course of 
its expansion, the Standard Oil Co. desired to extend its 
operations. The natural outcome of the situation was that in 
many instances the Standard Oil Co., instead of duplicating 
properties already in existence at such a point, purchased 
those properties as a nucleus for the business which it wished 
to locate there; and likewise the trade or goodwill in many 
localities to which the Standard Oil Co. wished to obtain ac- 
cess for its products had been acquired by local refiners, 
jobbers or exporters, who, perhaps, on account of inability to 
maintain their position in the trade, or for other reasons, de- 
sired to dispose of their trade and goodwill. In many such 
cases, also, the Standard Oil Co. became the purchaser. 

2. The purchase of various Cleveland refineries in 1871 
and 1872 had added largely to the domestic trade of the 
Standard Oil Co. They had, however, to a still greater extent, 
enlarged its refining capacity and increased the surplus of its 
products, for which markets must be found. The natural dis- 
position to be made of this surplus was to export it. The 
large increase in oil available for export made it desirable to 
add to the shipping facilities at the seaboard and to acquire 
new markets abroad. The Long Island Refining Go. was lo- 
cated at Long Island City. It had warehouses and a very 
extensive dock property located on deep water, accessible to 
ocean-going ships. The Company also had a refinery con- 
nected with its warehouses and docks. In 1872 or 1873 the 
Company was acquired in order that its properties might be 
used in the business of the Standard Oil Co. (J. D. Eockefeller, 
vol. 16, p. 3075). The warehouses and dock properties were 
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used in the handling of the Cleveland oils that came on for 
export. (J. D. Eockefeller, vol. 16, p. 3075). The use to be 
made of the refinery vi^as to be determined by future develop- 
ments. (J. D. Eockefeller, vol. 16, p. 3076). It was a refinery 
of considerable size, having more or less domestic trade around 
New York, and its product was of course available for the ex- 
port trade. It was the first refinery owned by the Standard 
Oil interests at the seaboard, and was regarded as more or less 
of an experiment. (J. D. Eockefeller, vol. 16, p. 3075). The 
Devoe Manufacturing Co. was also located on Long Island and 
had shipping facilities on Newtown Creek which runs into 
East Eiver at Long Island City. The business of the 
Devoe Co. was the putting up of oil in cans for the 
canning trade. The oil which it put up was apparently 
manufactured by refineries belonging to other parties, 
and was either specially manufactured for it or purchased 
by it. The Company had some domestic trade and a very 
desirable trade in Europe, where it had established a 
very good reputation and obtained very high prices 
for its distinctive brands of oil. It manufactured the cans 
which were used in its trade, and had succeeded in producing 
these cans at a minimum cost. They were a specialty of the 
Devoe Manufacturing Co. and were especially adapted for use 
in the Oriental trade, and by the use of them the Devoe Manu- 
facturing Co. had built up a great reputation in the Far East. 
In 1873 the Standard Oil interests purchased a controling in- 
terest in this Company. It thereby at once obtained a market 
for a large part of its surplus destined for export, and acquired 
the means of further extension with the expansion of the case 
oil business. (J. D. Eockefeller, vol. 16, pp. 3076-3077.) 

3. Meanwhile the Standard Oil interests had not been idle 
in seeking to extend their domestic markets. Chess, Carley do 
Co. were a copartnership having a refinery at Louisville, and a 
very large domestic trade in refined oil, chiefly in the southern 
and southwestern sections. This trade they had worked up 
with great industry, skill and ability. In 1873 the Standard 
Oil interests acquired a half interest in the firm of Chess, 
Carley & Co. The object of the purchase was to extend the 
domestic markets of the Standard Oil Co. to the territory in 
which Chess, Carley & Co. were doing business, thereby seour- 
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ing an additional outlet for the product of its refineries. (J. D. 
Eockefeller, vol. 16, pp. 3077-3078.) 

4. In 1874 the demands of the home trade were such that 
additional refining capacity was necessary to supply the ex- 
port trade and to utilize advantageously the facilities for 
the export trade that had previously been acquired. It was 
also considered wise that a branch of the Standard Oil 
Co. should be located in the oil regions. In the constant 
controversies between the railroads as to the relative pro- 
portions of the oil traffic to which they considered them- 
selves entitled, conditions might arise that would put Cleveland 
at a disadvantage as a refining point. The refiaeries in the oil 
regions not only had their supply of crude material at their 
doors, but were considerably nearer to the seaboard than Cleve- 
land (J. D. Rockefeller, vol. 16, p. 3069). J. J. Vandergrift and 
John Pitcairn had erected a refinery on the Allegheny River, a 
mile or a mile and a half above Oil City. It was a large, 
modern refinery with good shipping facilities. This refinery, 
known as the Imperial Refinery, was purchased outright by 
the Standard Oil interests in 1874. It was utilized to supply 
oil for the export trade (J. D. Rockefeller, vol. 16, pp. 3078- 
3079). 

5. The most important of the acquisitions by the Standard 
Oil interests, of enterprises not originating with them, was the 
acquisition in 1874 or 1875 of the properties of Charles Pratt c& 
Co. of New lork, and of Warden, Frew <& Co. of Philadelphia. 
The total value of these acquisitions was about $3,000,000.00 
(J. D. Eockefeller, vol. 16, p. 3082). Charles Pratt & Co. was 
a New York corporation of which Mr. Charles Pratt and Mr. 
H. H. Rogers were the chief stockholders. They had a refinery 
in Brooklyn on the East River. They had established a high 
reputation for certain brands of oil, among others Pratt's 
Astral Oil, which was a very well known and popular brand of 
oil for a long time. They had given much attention to 
cultivating the domestic trade. They had also gone into the 
case oil business and had built up quite an extensive case 
oil business in the Far Bast. They had dock properties 
and warehousing facilities, and a great deal of cash capital 
(J. D. Rockefeller, vol. 16, pp. 3079-3080). Warden, Frew 
& Co. were a firm composed of Wm. G. Warden, Maj. Frew 
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and Charles Lockhart. In Pittsburg the same partners carried 
on business under the firm name of Lockhart, Frew & Co. 
(J. D. Eockefeller, vol. 16, p. 3080). Warden, Frew & Co. 
were the chief owners of the Atlantic Hefining Co., of Phila- 
delphia. This Company had a large refinery and dock facili- 
ties and a plant for putting oil into cans. (J. D. Eockefeller, 
vol. 16, p. 3080). Warden, Frew & Co., and Lockhart* Frew, 
had become largely interested in the Pittsburg refineries. 
(Irwin, vol. 6, p. 3023). One of these refineries was owned by 
the Standard Oil Co. of Pittsburg. This Company had no 
connection with the Standard Oil Co. of Ohio. (J. D. Eocke- 
feller, vol. 16, p. 3081). Another refinery which Lockhart & 
Frew owned or controlled was the Model Oil Co. (J. D. Eocke- 
feller, vol. 16, p. 3081). Another was known as the Brilliant, 
and there were still others which they owned or controlled. 
(J. D. Eockefeller, vol. 16, p. 3082). The Standard Oil interests, 
in 1874 or 1875, acquired Charles Pratt & Co. and the com- 
panies controlled by Warden, Frew & Co., and Lockhart, Frew 
& Co. in Philadelphia and Pittsburg, to wit : The Atlantic Ee- 
fiuing Co., The Standard Oil Co. of Pittsburg, The Model Oil 
Co., and the other refineries controlled by Lockhart & Frew 
located at Pittsburg. The chief object of these purchases was 
the extension of the export business. The refining capacity of 
the Standard Oil interests at New York was greatly extended. 
A foothold was obtained at Philadelphia, a seaboard refining 
point of great importance, and the advantages afi'orded by 
Pittsburg as a refining point were obtained. A valuable ex- 
isting trade, both domestic and foreign, in special brands of 
oil was obtained as well as local business which could 
be done advantageously from Pittsburg, Philadelphia and 
New York. (J. D. Eockefeller, vol. 16, p. 3082). The 
ability of the Standard Oil Co. to supply the increas- 
ing demands of its export trade without diminishing 
the product available for the supply of its domestic 
consumers was by these accessions greatly increased 
and refining points from which its existing domestic trade, 
as well as its export trade, might be supplied most 
advantageously were secured. By the multiplication of its 
refining points the dangers incident to changes in railroad 
conditions were diminished and the volume of its business 
was increased to such an extent that it could more safely pro- 
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ceed with the great expenditures necessary for the further 
development and extension of the business. 

6. The works of the Long Island Refining Co. and of 
Charles Pratt & Co. have expanded into three of the great 
refineries now owned by the Standard Oil Co. of New Tork. 
The plant of the Devoe Manufacturing Co. is now the shipping 
plant of the Standard Oil Co. of New Tork. The works of the 
Atlantic Refining Co. at Philadelphia and the various works 
at Pittsburg have grown into the Philadelphia and Pittsburg 
works of the Atlantic Refining Co. Chess-Carley Co. was 
the forerunner of the Standard Oil Co. (Kentucky) (Def. Ex. 
282, vol. 19, at p. 677, and Def. Ex. 271, vol. 19, at p. 635). 

IV. Pipe Lines. 

To INSUKE AN ADEQUATE AND CONSTANT SUPPLY OF CRUDE OIL 
FOR THEIB EEFINEKIES THE CONSTBUCTION AND ACQUISITION OF 
PIPE LINES BY THE OWNERS OF THE STANDARD OiL BUSINESS BE- 
CAME A MATTER OF NECESSITY. On THE OTHER HAND, THE EXPENSE 
INVOLVED IN PROVIDING AN ADEQUATE PIPE LINE SERVICE TO BEACH 
AND CONSERVE THE OUTPUT OP CRUDE OIL WAS SUCH THAT A VERY 
LARGE VOLUME OF BUSINESS WAS NECESSARY TO JUSTIFY THE 
UNDERTAKING. 

1. The small gathering lines through which the supply of 
crude oil was obtained for the refineries in the early days, as 
a rule had been poorly constructed, and the construction that 
was necessary was not properly understood, and for a number 
of years their service was very poor indeed (J. D. Archbold, 
vol. 17, p. 3230). They had been built and were owned by 
different individuals, and their management was very lax (J. 
D. Archbold, vol. 17, p. 3231). The matter of the supply of 
crude oil was of course of the greatest importance to the 
Standard Oil business. Many of the existing pipe lines were 
very small. They lacked the capital for necessary extensions 
as the oil fields developed (J. D. Rockefeller, vol. 16, p. 3094). 
Unless the pipe lines were extended promptly to take care of 
the production of newly opened wells, much oil would go to 
waste, and the supply of the refineries would be jeopardized. 
Very early it was recognized that improvements in the pipe 
lines were very much needed (J. D. Rockefeller, vol. 16, p. 



30 

3094). The demands for capital in other departments of the 
business were, however, so great that the matter of pro- 
viding pipe line facilities was for a time postponed (J. D. 
Eockefeller, vol. 16, p. 3093). 

2. In 1873 and 1874 the Standard Oil interests purchased 
the American Transfer Co., at that time one of many small 
gathering lines (Def. Ex. 259 ; J. D. Eockefeller, vol. 16, pp. 
3093 and 3201), and bought an interest in some of the lines of 
Vandergrift & Forman, which were considerable for that time, 
and formed the nucleus of the system afterwards known as the 
United Pipe Lines. The object of these purchases was to make 
sure of an efficient pipe line system to supply the service (J. 
D. Eockefeller, vol. 16, p. 3093). The necessary work of con- 
struction to meet the demands of the situation was carried for- 
ward by the American Transfer Co. and the United Pipe 
Lines, with the backing of the Standard Oil interests. 
(J. D. Eockefeller, vol. 16, p. 3093). Existing pipe lines that 
could profitably be incorporated into the system were pur- 
chased from time to time, until, about 1877, through acquisi- 
tion and construction an efficient system had been created. 
(J. D. Eockefeller, vol. 16, pp. 3092-3095.) 

Mr. Eockefeller testifies (vol. 16, p. 3094) : 

" Q. And in the conditions of the business as they 
were in those years, when you acquired these pipe-line 
interests, as I understand you, you regarded them as an 
important and necessary adjunct to your business as 
refiners ? A. Oh, yes ; we did. We came to feel more 
and more that as we required more oil to use we must 
have means of getting it, and without interruption, and 
see to it, too, that as the supply of oil increased there 
was no question about the additional and necessary 
pipes to take care of it. Great floods of oil came, and 
with the capital which we introduced we made it our 
business to see to it that the oil was saved and taken 
care of. It became a large business of itself, of very 
great importance to the whole industry. 

Q. You built tanks to store the oil? A. Oh, yes; 
we built tanks. We continued to build tanks year after 
year. It was a very interesting experience through 
which we passed, that business of building the tanks. 

Q. And you have now given us the reason why you 
went into the acquisition and construction of pipe lines. 
A. I have ; yes. And the subsequent experience proved 
that it was a matter of great moment, of great value to 
the whole interest. 
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Q. Of great necessity ? A. Of great necessity— that 
we should thus have taken hold of it and put in the 
necessary capital not only to supply as needed those 
gathering lines, but to supply them promptly, and not to 
wait a day or two or three, as might have been the case 
in this inferior service previous to our taking hold of it 
in earnest, or our friends who were there engaged in the 
business, but to see to it that the oil was not lost ; that 
when it came out of the ground, whether at day or 
night, our men should be there, should make the con- 
nections and save the oil. And then we went on with 
the necessary larger pipes to get it away to where it 
would find its market, its shipping point. And then 
the matter of the building of the tanks was an undertak- 
ing so great that we could not have expected to accomp- 
lish it had we undertaken to do it all at once. Conser- 
vative men in our connection never would have consented 
to make such large expenditures. So that we did not 
make one decision to construct the tanks which were 
necessary, but our men coming in from the fields would 
report from time to time the pressing necessity for 
additional five hundred thousand barrels of tankage, and 
as quickly as we could bring our conservative interests 
to agree we would say ' Go ahead.' It would be a very 
short time, indeed, before the men would come back 
again. And so step by step we continued building until 
million after million of barrels of tankage were con- 
structed. It was an immense outlay of money. 

" Q. That tankage took care of the oil ? A. Other- 
wise the oil (much of it) would from time to time have 
wasted and run into Oil Creek and the Allegheny Eiver, 
We saved it. It could not have been done under the 
system that was previously in vogue. There was not 
the capital there ; there was not the organization there. 
It was a godsend to the region that we moved, and 
moved as they needed it, and moved boldly, and con- 
tinued so long as the necessity existed." 

3. The smaller existing pipe lines that were from time to 
time acquired and incorporated in the gathering system are 
enumerated In the testimony of Mr. Campbell and Mr. Hopkins 
(vol. 6, pp. 3319 and 3325). The pipe lines of the Empire 
Transportation Co., consisting of three or four hundred miles 
of pipe (Cassatt, vol. 20, p. 35), were acquired under the cir- 
cumstances hereafter described and became a part of the sys- 
tem in 1877. The Columbia Condait Co. had a pipe line, 
between forty and fifty miles long, that ran from the producing 
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fields to Pittsburg and was intended to carry oil to the refin- 
eries -without rail transportation. It belonged to a Mr. Hos- 
tetter of Pittsburg and was built about 1874. The Standard 
Oil interests, prior to 1877, had acc^uired large refineries in 
Pittsburg, and a pipe line to Pittsburg was just the thing 
needed to supply oil to those refineries. Negotiations were 
entered into with Mr. Hostetter which resulted in the purchase 
of the Columbia Conduit line (J. D. Eockefeller, vol. 16, pp. 
3095-6). 

The various pipe lines constructed and acquired all went to 
the American Transfer Co. or the United Pipe Lines and 
eventually went into the National Transit system after the or- 
ganization of that Company in 1881 (Def. Exs. 282, 271). 

4. The capacity of all of the storage tanks in the oil 
regions in 1875 did not exceed at the outside three or four 
million barrels (Emery, vol. 6, p. 2740). In 1886 the stocks 
of crude oil for which storage had been provided by the 
Standard Oil pipe lines were nearly 36,000,000 bbls. (Pet. 
Ex. 958, vol. 21, p. 132). The Trunk lines at the time 
of the Trust Agreement comprised 1062.95 miles of pipe 
(Def. Ex. 261, vol. 19, p. 621), of which all except the 48 miles 
purchased from the Columbia Conduit Company had been 
created by the Standard Oil interests (J. D. Archbold, vol. 17, 
p. 3630). The gathering system included nearly 2500 miles of 
pipe (Def. Ex. 261). A large and assured volume of business 
was necessary to justify the owners of the Standard Oil Com- 
pany in making these expenditures, while the protection of 
their existing investments made such expenditures necessary. 

V. The Empiee Teanspoetation Company Peopeeties. 

The Pdechase oe the Eefining Inteeests and the Pipe 
Lines op The Empiee Teanspoetation Company was Necessary 
TO pdt an end to a Euinous Eate Wae. 

The Empire Transportation Company was a corporation 
which, through its relations with the Pennsylvania Eailroad, 
had full control of the oil traffic over that road, owning all the 
tank cars and fixing the rates charged to shippers. It also 
owned three or four hundred miles of gathering lines (J. D. 
Eockefeller, vol. 16, pp. 3085-6 ; A. J. Cassatt, vol. 20, p. 35). 

In 1877, the Empire Transportation Company entered ex- 
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tensively into the refining business. It acquired control of 
Sone & Fleming, a corporation having a refinery on Newtown 
Creek in New York, and the Philadelphia Refining Co. of 
Philadelphia (J. D. Eockefeller, vol. 16, pp. 3085-6). It was 
proceeding to enlarge the Sone & Fleming Works and to con- 
struct a refinery at Philadelphia and apparently was preparing 
to extend its operations to Pittsburg (Cassatt, vol. 20, p. 35). 

The other oil carrying roads protested strongly against the 
Pennsylvania's engaging through the Empire Transportation 
Company in the refining business ; they asserted that such a 
course would give the Pennsylvania an advantage in obtaining 
traffic for its road that they would not submit to. The Standard 
Oil Company objected to having as a competitor in the refin- 
ing business the Company to which it had to look for its allott- 
ment of cars and which in many other ways was in a position 
to discriminate against it (A. J. Cassatt, vol. 20, pp. 23-4). The 
Pennsylvania disregarded the protests of the other roads and 
the Standard ; a demoralizing rate war resulted and the Standard 
withdrew its shipments from the Pennsylvania. Negotiations 
for a settlement of the difficulty ultimately came about ; the 
Pennsylvania was willing to sever its connection with the re- 
fining business. To enable it to do so, the Standard loaned it 
sufficient money to buy the cars of the Empire Transportation 
Company and the Standard itself bought the Sone & Fleming 
Company and the Philadelphia refinery. It also bought, but very 
reluctantly and only upon the insistence of the Pennsylvania 
Eailroad, the Empire Transportation Company's pipe lines 
(A. J. Cassatt, vol. 20, pp. 35-6 ; J. D. Eockefeller, vol. 16, pp. 
3085-9). The Sone & Fleming Works are now one of the 
refineries of the Standard Oil Co. of New York, and the Phila- 
delphia refinery forms part of the works of the Atlantic Ee- 
fining Company (Def. Ex. 282). 

VI. Otheb refining interests. 

A NOMBEB of EEFINEEIE8 WERE PURCHASED DTJEING AND SUB- 
SEQUENT TO 1875 FOR THE PURPOSE OF ESTABLISHING THE BUSINESS 
AT NEW POINTS OR ENLARGING THE REFINING CAPACITY AT POINTS 
WHERE IT WAS ALREADY ESTABLISHED. 

In 1875 the refineries and business of Bennett, Warner & 
Co., and Porter, Moreland & Co., located at Titusville, in the 
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oil regions (J. D. Rockefeller, vol. 16, p. 3083) were purchased 
and vested in the Acme Oil Company (id.). In the same year 
the refineries of J. N. Camden & Co. and the Poole refinery at 
Parkersburg, W. Va., were purchased and were vested in the 
Camden Consolidated Oil Company (J. D. Rockefeller, vol. 16, 
p. 3091). 

The Camden Consolidated Oil Co. became the owner, 
either by purchase or construction, of the Canton Oil Works 
at Baltimore (Def. Ex. 282, vol. 19, p. 673). Other works at 
Baltimore were purchased in 1877 and vested in the Baltimore 
United Oil Company (J. D. Archbold, vol. 17, p. 3356 ; Def. Ex. 
282, id.). The greater part of the stock of the Central Refin- 
ing Company of Pittsburg was purchased in 1876, and the 
balance subsequently acquired (J. D. Archbold, vol. 17, p. 3269). 
In June, 1877, the Standard Oil Company (of Ohio) purchased 
and had conveyed to it a refinery at Bayonne, N. J., on New 
York Harbor (J. D. Archbold, vol. 17, p. 3265 ; Def. Ex. 282, 
vol. 19, p. 673). The refining interests on New York Harbor 
were further extended by the acquisition in 1881 of a four- 
fifths interest in the Empire Refining Company, which had a 
refinery on Newtown Creek, and a half interest in the Bush 
& Denslow Company, which had a refinery in Brooklyn (J. D. 
Archbold, vol. 17, pp. 3269, 3275, 3358 & 3369. Def. Ex." 282, 
vol. 19, p. 673.) 

The other refining properties acquired were of minor im- 
portance. The works of Pickering, Comfort & Chambers at 
Titusville were bought in 1876 and vested in the Keystone 
Refining Company (Archbold, vol. 17, pp. 3271-2 ; Def. Ex. 
282, vol. 19, p. 673). The Diamond Works at Alleghany, Pa., 
were bought in 1879 and vested in Van Tine & Co. Ltd.' (J. D. 
Archbold, vol. 17, p. 3278 ; Def. Ex. 282, vol. 19, p. 673). The 
stock of the Solar Oil Company, Ltd., which had a small re- 
finery at Williamsport, Pa., was bought in 1880 (J. D. Arch- 
bold, vol. 17, p. 3263 ; Def. Ex. 282). 

The works at Bayonne, N. J., have developed into the 
Bayonne Works of the Standard Oil Co. (New Jersey). The 
works at Baltimore and the works at Parkersburg have be- 
come the Baltimore and Parkersburg Works of the Standard 
Oil Co. (New Jersey). Through destruction by fire and process 
of consolidation the other works have disappeared. 
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VII. Extension of Marketing Business. 

The Standard Oil marketing business was naturally 
expanded and deyeloped concurrently with the extension 
oe its refining interests. 

1. In the West two companies were organized for the ex- 
tension and development of the marketing business. In each 
case, the course followed was somewhat similar to that pur- 
sued when the business was extended into the southern States 
by the acquisition of an interest in the Ohess-Carley Com- 
pany. Alexander McDonald & Co. were a firm doing a mar- 
keting business with headquarters in Cincinnati. They bought 
their supplies largely from Standard Oil interests (J. D. 
Archbold, vol. 17, p. 3360). They sold oil in Southern Ohio. 
In 1878, Standard Oil interests and Alexander McDonald & 
Co. formed a corporation, the Consolidated Tank Line Com- 
pany, with a capital of $125,000, of which half was owned 
by the Standard Oil interests. This corporation extended 
its marketing business until its stations covered 
Southern Ohio, Illinois, Indiana and various States 
west of the Mississippi (Def. Ex. 282 ; J. D. Archbold, 
vol. 17, pp. 3270, 3361). Waters, Pierce & Company 
were a firm with headquarters at St. Louis, doing a marketing 
business in Missouri and the Southwest. In 1878 the Waters- 
Pierce Oil Co. was organized with a capital stock of 1100,000. 
of which 40 per cent, was taken by the Standard Oil interests 
and 20 per cent, by Chess, Carley & Co., and 40 per cent, by 
the members of the firm of Waters, Pierce & Co. This Com- 
pany thereafter acted as the marketing agency of the Standard 
Oil Co. in eastern Missouri, Arkansas, Louisiana, Oklahoma 
and Texas. (J. D. Archbold, vol. 17, pp. 3279, 3632, 3643 ; 
Def. Exhibit 282). The Standard Oil Co. of Ohio established 
its own marketing stations in northern Ohio, Indiana, Illinois, 
Wisconsin, Minnesota, Michigan, the Eocky Mountain States 
and California. (Def. Exhibit 282) 

2. In the New England States the Standard Oil interests 
acquired certain properties, the chief purpose in these acqui- 
sitions being the extension to those States of an effective mar- 
keting system. Carter, Windsor & Co. did business in New 
England under the firm name of the Maverick Oil Co., mar- 
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keting oils in Boston, and measurably through New England. 
They at one time had a refinery. (J. D. Archbold, vol. 17, 
p. 3363). A corporation under the name of the Maverick Oil 
Co. was organized in 1877 by the Standard Oil interests and 
the members of the firm of Carter, Windsor & Co., with a cap- 
ital of $100,000., the Standard Oil interests taking y'^ of the 
stock. (J. D. Archbold, vol. 17, p. 3272 : Def. Exhibit 282). 
The firm of Kidder, Vaughn & Co. were jobbers doing business 
in New England, with headquarters at Boston. They also at one 
time had a small refinery but their chief business was that of 
marketing oil. In 1879 the Beacon Oil Co. was organized by 
the Standard Oil interests and some of the members of the 
firm of Kidder, Vaughn & Co., and purchased the assets and 
goodwill of that firm. The capital was $100,000. of which 
the Standard Oil interests took y'-j- (J. D. Archbold, vol. 17, 
pp. 3357 & 3268). The Portland Kerosene Oil Co. 
was a company doing business in New England, with head- 
quarters at Portland, Me. It had had a small refinery but its 
business was chiefly that of marketing oil. To a large extent 
the supplies for its business were bought from other refineries, 
chiefly the Standard Oil companies (J. D. Archbold, vol. 17, p. 
3364). In 1878 the Standard Oil interests purchased 934 
shares of the stock of this Company out of 2,000 shares (J. D. 
Archbold, vol. 17, p. 3364 ; Def. Exhibit 282). These three 
companies thereafter acted as the marketing agents of the 
Standard Oil interests in the New England States. 

viii. lubeicating oils. 

The owners oe the Standard Oil business in 1877 or 
1878 FIRST turned their attention to the making oe lubri- 
cating OILS, AND THEREAFTER ENTERED EXTENSIVELY INTO THE 
LUBRICATING FIELD WITH THE OBJECT OF UTILIZING THE RESIDUUM 
EEMAINING AFTER THE DISTILLATION OF REFINED OILS FROM CRUDE 
PETROLEUM. 

Lubricating oils are made to a large extent from the crude 
residuum remaining after the distillation of refined or illumin- 
ating oil. The manufacture of lubricating oils is, therefore, 
naturally closely affiliated with the refining business. The 
American Lubricating Oil Go. and the Mica Axle Grease Go. 
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-were located in Cleveland and had plants adapted to the manu- 
facture of lubricating oils, and some business. These two com- 
panies were purchased by the Standard Oil interests in 1877 
or 1878, and their properties were Tested in the American 
Lubricating Oil Co. This was a further diversification of 
the Standard Oil business, and one of the first 
important steps towards the utilization of its by-products. 
(J. D. Eockefeller, vol. 16, pp. 3083-3085). After the Standard 
Oil interests entered upon the policy of utilizing the crude 
residuum in the manufacture of lubricating oils, they re- 
peatedly extended their interests in lubricating properties 
until these were commensurate with the amount of the re- 
siduum to be utilized. The chief lubricating plants acquired 
after the acquisition of the American Lubricating Oil Co. 
were those of the Eclipse Lubricating Oil Co. (1878), the 
Galena Oil Works (1879) and the Signal Oil Works (1879), 
the works of Paine, Ablett & Co. (1878) and the Vacuum 
Oil Co. (1879) (J. D. Archbold, vol. 17, pp. 3353, 3466 & 3467). 
Paine, Ablett dt Co. were a firm engaged in making lubri- 
cating oil at Smith's Ferry, Pa. Their business was bought 
out by the Standard Oil interests in 1878 and vested in the 
limited partnership of Paine, Ablett & Co. The Eclipse 
works at Franklin, Pa., had been constructed by a large num- 
ber of individuals for the purpose of manufacturing lubricat- 
ing oils. They had been built on quite an extensive scale but 
had been rmsuccessful, and prior to 1878 had ceased opera- 
tions (J. D. Archbold, vol. 17, pp. 3368-3369). In 1878 they 
were purchased by Standard Oil interests and vested in the 
Eclipse Lubricating Oil Go. The Galena Oil Works and the 
Signal Oil Works, also at Franklin, were associated enter- 
prises. The business of the Signal Works was the 
compounding of signal and cylinder oils ; and that 
of the Galena the manufacture and sale of lubri- 
cating oils. The products of both were especially 
adapted for the use of railroads, and they were doing 
a business quite distinct from anything that the Standard Oil 
interests had theretofore done, the oils of these companies 
being recognized as specialties having a special field of their 
own. (J. D. Archbold, vol. 17, pp. 3366-3367). In 1879 the 
Standard Oil interests purchased something over a three- 
fourths interest in the Galena Oil Works, and by this pur- 
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chase also acquired a minority interest in the Signal Oil 
Works. (Def, Exhibit 282). The works of the Vacuum Oil 
Oo. were at Eochester, N. Y. The Company made special 
brands of lubricating oil adapted to special purposes. Their 
oils were different from those made by the Galena-Signal Com- 
panies and were for the most part suited to the needs of a 
special trade. (J. D. Archbold, vol. 17, pp. 3370-3371). In 
1879 the Standard Oil interests purchased a three-fourths 
interest in the Vacuum Oil Co. 

IX. Mabketing Facilities Fob Lubbicating Oil. 

The development op the mabketing business por lubri- 
cating OIL naturally pollowed the acquisition of interests 

IN THE MANUPACTURING END OP THE BUSINESS, 

Thompson, Bedford c& Go. were extensive dealers in lubric- 
ating oils, both in the domestic and export trades. They were 
not in the manufacturing business, confining themselves to deal- 
ing in and marketing lubricating oils. (J. D. Archbold, vol. 
17, pp. 3367-3368). In 1878 the Standard Oil interests acquired 
a half interest in the business of Thompson, Bedford & Co. 
(Def. Exhibit 282). Swan cfc Finch was also engaged in the 
business of marketing lubricating oils in New York, and a half 
interest in this firm was acquired by the Standard Oil interests 
about 1880 (J. D. Archbold, vol. 17, p. 3395). Bush (& Go., Ltd., 
was a small company in Philadelphia apparently engaged in 
business somewhat similar to that of Swan & Finch. This 
Company was acquired as a marketing agency in 1880 (J. D. 
Archbold, vol. 17, pp. 3352-3353 ; Def. Exhibit 282). Miller & 
Hamilton were engaged in marketing lubricating oils, having 
their headquarters at Cincinnati. The Inland Oil Go. was 
organized about 1880 ; half of the stock was taken by the 
Standard Oil interests and the Company purchased the busi- 
ness of Miller & Hamilton (J. D. Archbold, vol. 17, p. 3361). 
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X. Miscellaneous Acquisitions. 

Some miscellaneous acquisitions were made by the 

OWNERS OF the STANDARD OiL BUSINESS PRIOR TO 1882 HAVING 
IN VIEW THE UTILIZATION OP THE WASTE PRODUCTS OR THE EFFECT- 
ING OF ECONOMIES IN THE BUSINESS, OR OTHER PURPOSES HATING 
TO DO WITH THE PROMOTION AND WELFARE OF THE BUSINESS. 

One of the most widely used by-products of petroleum is 
vaseline (J. D. Archbold, vol. 17, pp. 3359j. The Chese- 
hrough Manufacturing Co. was an extensive manufacturer and 
marketer of vaseline and vaseline products. The Standard 
Oil interests were not making vaseline but were in a position 
to supply to an unlimited extent the material constituting the 
base of its manufacture, to wit : the residuum from the 
refining processes. In 1881 the Standard Oil interests pur- 
chased a majority of the stock of the Chesebrough Manu- 
facturing Co. (J. D. Archbold, vol. 17, p. 3359). The Mizaheth- 
port Add Works was organized by the Standard Oil interests 
in 1879 to build works at Elizabeth, N. J., for restoring 
spent acid so that it might again be used in the refining pro- 
cesses (Def. Ex. 282). The stock of the National Storage Go. 
was acquired by the National Transit Company at the time of 
its organization in 1881. A majority of the stock of the Pro- 
ducers' Consolidated Land & Petroleum Company was pur- 
chased in the fall of 1877. This was a producing company 
The Germania Mining Company was organized to develop 
some small producing properties. The Smith's Ferry Oil Trans- 
portation Company was acquired as part of the assets of Paine, 
Ablett & Co. It owned a small gathering line near Smith's 
Eerry. A small minority of the stock of the Franklin Pipe 
Line Company was acquired in 1881. It owned a gathering 
line near Eranklin. 

XI. Acquisitions were only incidental to expansion of 

BUSINESS AS A WHOLE. 

While the properties acquired by the owners of the Stand- 
ard Oil business prior to 1882 were extensive and important, 
the acquisition of them was merely incidental to the expansion 
and development of the business as a whole. Prior to 1882 
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properties already in existence were frequently acquired be- 
cause it was more economical to purchase such properties than 
to create new ones, but the process of extension and develop- 
ment went on without interruption. Each of the acquisitions 
at once took its place in the development of the entire scheme 
of the business, and many of the properties acquired were 
so added to and enlarged that to all intents and purposes they 
were creations of the Standard Oil interests. 

The capacity of the refineries of the Standard Oil interests 
had been enlarged to such an extent that in 1882 they con- 
sumed 16,500,000 barrels of oil, that is to say, consumed an 
amount more than three times as great as the total production 
of crude oil in 1870, and nearly twice as much as the total 
production of crude oil in 1876. The appraised valuation of 
the various manufacturing plants was $17,000,000 (J. D. 
Archbold, vol. 17, p. 3252). 

The Acme Oil Company had constructed a great plant at 
Olean, New York (Pet. Ex. 250, vol. 7, p. 423). The construc- 
tion of the Eagle Works at Communipaw on New York Har- 
bour had been begun (Def. Ex. 282, 272 & 271,vol. 19, pp. 673, 
644 & 633). The cost of real estate and construction at the Bay- 
onne Works and the Communipaw Works already amounted 
to two million and a half dollars (J. D. Archbold, vol. 17, pp. 
3291-2 ; Def. Ex. 282 & 271 id.). The works at dififerent refin- 
ing points had been consolidated, modernized, enlarged and 
improved so that the works at each place conld be operated as 
an efficient unit (J. D. Eockefeller, vol 16, pp. 3139 & 8161). 
Minor works which had been purchased from time to time for 
the sake of the goodwill attaching to them had been consoli- 
dated with larger works so that the demands of their trade 
could be met from modern, well equipped and centrally located 
works (J. D. Archbold, vol. 17, pp. 3324, 3835). The refining 
business owned by Standard Oil interests as a whole had been 
unified and each plant developed with a view to the supply of 
the trade which from its location or for other reasons it was 
best adapted to supply (J. D. Archbold, vol. 17, p. 8467). 
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THIRD. The ownership of the Standard Oil 
properties down to the time of the Trnst Agree- 
ment of 1882. 

The stock of the Standard Oil Co. (of Ohio) was increased 
from $1,000,000. to $2,500,000. in 1872. In 1875 it was further 
increased to $3,500,000. It has ever since stood at that figure. 
(Def. Ex. 387, Yol. 19, p. 890). Prior to the increase of 1872 
the stock was held by J. D. Rockefeller, O. B. Jennings, 
B. Brewster, Wm. Rockefeller, S. V. Harkness, H. M. Flagler, 
S. B. Handy, Samuel Andrews, A. Stone Jr. and S. Witt. 
(Def. Ex. 387, Vol. 19, p. 890). In March, 1875, there were 
thirty stockholders, (vol. 19, p. 893). On April 8, 1879, the 
number of stockholders had increased to thirty-seven. On 
January 1, 1882, there were forty-one stockholders. The 
names of the stockholders and the amounts held by them 
respectively are shown in Def. Ex. 386 (vol. 19, p. 889). 

All of the properties acquired in the course of the develop- 
ment and expansion of the Standard Oil business were paid for 
with the common moneys of the stockholders of the Slant ard OH 
(Jo. (of Ohio) and were held for their account. 

I. Until the 8th day of April, 1879, all the peopeeties 

ACQUIRED WERE PAID FOE BY THE STANDARD OiL Co. (OF OhIO). 
The PROPERTIES WERE EITHER CONVEYED TO THE STANDARD OiL 

Co. (op Ohio) or the stocks representing them were trans- 
ferred OB ISSUED to individuals TO BE HELD BY THEM AS 
trustees FOR THE BENEFIT OP THE STOCKHOLDERS OF THE 

Standard Oil Co. (of Ohio) according to their peopob- 

TIONATE interests IN THAT COMPANY. 

1. The refineries of Clark, Paine & Co., Alexander Scofield, 
& Co., and the other refineries acquired at Cleveland, were con- 
veyed direct to the Standard Oil Co. (of Ohio). (J. D. Rocke- 
feller, vol. 16, p. 3161). The refinery at Bayonne, N. J., 
purchased in 1877 from the Producers' Consolidated Land & 
Petroleum Co. was also conveyed direct to the Standard Oil 
Company (of Ohio) and was held by it down to the time of the 
Trust Agreement of 1882 (Def. Ex. 282). The properties on 
Long Island and in New York City which had belonged to the 
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Long Island Eefining Co. were leased about 1873 to the Stand- 
ard Oil Co. (of Ohio), and eventually were conveyed to it in 
fee, the Long Island Refining Co. ceasing to exist as a separate 
corporate organization (Def. Ex. 282). 

2. Properties acquired by Standard Oil interests and not 
conveyed directly to the Standard Oil Company (of Ohio) 
were vested in corporations, limited partnerships or other 
organizations, of which all of the shares or a great part of the 
shares were held for the common account of the stockholders 
of the Standard Oil Company. Twenty-one of the corpora- 
tions and limited partnerships named in the Trust Agreement 
had been organized ia the interest of the Standard Oil Com- 
pany stockholders, the whole or a great part of the original 
stock in each instance being taken for their account. The 
other companies named in the Trust Agreement were compan- 
ies of which the stock in whole or in part had been purchased 
for their account (Def. Ex. 282). In all instances prior ta 
April 8, 1879, whether the acquisition look the form of the pur- 
chase of the. stock of an existing company or took the form of 
a subscription to the stock of a neivly organised company formed 
to take over properties acquired, payment for the stock was 
made from the treasury of the Standard Oil Co. {of Ohio). 
(Mr. Eookefeller, vol. 16, p. 3096). In 1875 and prior 
thereto payment in some cases was made with stock of the 
Standard Oil Co. (of Ohio) (J. D. Eockefeller, vol. 16, pp. 3151, 
3153 & 3166). After 1875 substantially all of the purchases 
were paid for in cash (J. D. Archbold, voL 17, p. 3259). In all 
cases, however, whether paid for with stock or in cash, the con- 
sideration came from the Standard Oil Co. (of Ohio). 

3. The stocks, whether purchased or acquired by subscription, 
were transferred or issued to individuals to be held by them as 
trustees for the stockholders of the Standard Oil Co. {of Ohio). 
(J. D. Eockefeller, vol. 16, p. 3097.) On March 31, 1875, the 
entire capital stock of Charles Pratt & Co. less qualifying 
shares was transferred on the books of that Company to H. M. 
Flagler, Secretary, Trustee, and stood in his name until it was 
transferred to Vilas, Keith & Chester, trustees, in 1879, in 
accordance with the plan hereafter described (Def. Exhibit 
313, vol. 19, p. 742). On May 12, 1875, the entire capital 
stock of the Atlantic Eefining Co. less qualifying shares 
was transferred on the books of the Company to H. M. 
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Flagler in trust, and likewise stood in his name until the 
transfer to Vilas, Keith & Chester in 1879 (Def. Exhibit 311, 
vol. 19, p. 734). All the stock of the Long Island Oil Co. 
less qualifying shares was transferred to H. M. Flagler in 
trust, between February 27, 1873, and February 24, 1875. 
He transferred most of it to William Eookefeller, who held it 
until the transfer to Vilas, Keith & Chester in 1879 (Def. 
Exhibit 342, vol. 19, p. 821). The stock of the Standard Oil 
Co. of Pittsburg was held by H. M. Flagler in trust (Def. 
Exhibit 315, vol. 19, p. 747). Stock of the Sone & Fleming 
Manufacturing Co., Ltd., was held by H. M. Flagler, Trustee 
(Def. Exhibit 317, vol. 19, p. 747). The stock of the Devoe 
Manufacturing Co. was held by J. A. Bostwick, trustee, by 
H. M. Flagler in trust, and by William Eockefeller (Def. 
Exhibit 332, vol. 19, p. 792). The stock of the Central 
Eefining Co. of Pittsburg was held by Wm. G. Warden, trus- 
tee, and by Charles Lockhart, trustee (Def. Exhibit 332, vol. 
19, p. 792). Stock of the Model Eefining Co. was held by H. 
M. Flagler, trustee (Def. Exhibit 340, vol. 19, p. 815). 14,500 
shares of the Producers' Consolidated Land & Petroleum Co. 
stock was transferred on the books of the Company in Oc- 
tober and November, 1877, to George F. Chester, Joel Free- 
man and Daniel O'Day (Def. Exhibit 329, vol. 19, p. 774; J.D. 
Archbold, vol. 17, p. 3641). The parties named in each in- 
stance held the stock standing in their names as trustees for 
the stockholders of the Standard Oil Co. (of Ohio) (J. D. 
Archbold, vol. 17, p. 3636 et seq.) and the qualifying shares 
likewise were held for the same interests {id.). 

The Acme Oil Co. was organized in 1875 to take over the 
properties of Porter, Moreland & Co., and Bennett, Warner & 
Co. The original stockholders were J. D. Archbold who held 
375 shares, A. P. Bennett 375 shares, Wm. Eockefeller 1590 
shares, Charles Pratt & Co. 380 shares. Warden, Frew & Co. 
330 shares ; Wm. Eockefeller, Charles Pratt & Co. and Warden, 
Frew & Co. subscribed for and held their stock for the stock- 
holders of the Standard Oil Co. (J. D. Eockefeller, vol. 16, 
pp. 3633, 3170-3171; Def. Exhibit 306, vol. 19, p. 719). 
The stock held by Mr. John D. Archbold and Mr. Bennett 
was acquired prior to April, 1879 (J. D. Archbold, vol. 17, 
p. 3344 ; Def. Exhibit 306). The Baltimore United Oil 
Co. was organized December 14, 1877. Its authorized 
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stock was $600,000, divided into 6000 shares. Johnson 
N. Camden, trustee, held 5024 of the 5059 shares issued 
to him, for account of the stockholders of the Standard 
Oil Co. (J. D. Archbold, vol. 17, p. 3639 : Def. Exhibit 319, 
vol. 19, p. 752). The Camden Consolidated Oil Go. was or- 
ganized on May 21, 1875, with a capital stock of 4000 shares. 
The stock, except qualifying shares, was all subscribed for by 
J. N. Camden, Wm. P. Thompson and Wm. Chancellor, all of 
whom subscribed for said stock for account of the stockholders 
of the Standard Oil Co. (J. D. Archbold, vol. 17, p. 3639 : Def. 
Exhibit 309). The Consolidated Tank Line Co. was incor- 
porated January 17, 1878, half of the stock being subscribed 
for, taken and held by O. H. Payne, H. A. Hutchins and 
George H. Vilas, for account of the stockholders of the Stand- 
ard Oil Co. (of Ohio). (Def. Exhibits 325 and 325- A, vol. 19, 
pp. 763-764 : J. D. Archbold, vol. 17, p. 3640.) Paine, Ablett 
(ft Co. was organized October 1, 1878. All of the stock ex- 
cepting qualifying shares was held by A. M. McGregor and F. 
Q. Barstow, all being held for account of the stockholders of 
the Standard Oil Co. (of Ohio) (Def. Exhibits 314 and 314-A, 
vol. 19, pp. 742-743 : J. D. Archbold, vol. 17, p. 3637). When 
the hnperial Refinery was purchased in 1874 the title to the 
property was at first vested in individuals as trustees for the 
Standard Oil interests. (J. D. Eockefeller, vol. 16, p. 3079.) In 
1878 the Imperial Refining Co., Ltd., was organized under the 
laws of Pennsylvania and the property was conveyed to that 
Company in full payment for the subscription to its entire 
capital stock. The subscribers to the stock were J. J. Van- 
dergrift, Duncan Mcintosh, J. D. Archbold, F. Q. Barstow 
and A. M. McGregor. All of the five subscribers were acting 
on behalf of the stockholders of the Standard Oil 
Co. (of Ohio) and the entire stock was held for 
their account. (Def. Exhibit 313, vol. 19, p. 742 : J. D. 
Archbold, vol. 17, p. 3636.) On the organization of the 
American Lubricating Oil Co. three-fourths of its stock 
was subscribed for by A. M. McGregor, George I. Vail, 
L. H. Severance and O. H. Payne, who subscribed for and held 
the stock for the Standard Oil shareholders. (J. D. Archbold, 
vol. 17, p. 3638 : Exhibit 318, vol. 19, p. 748). In 1878 the 
stock was increased from $100,000 to $200,000, and the addi- 
tional stock was apparently all taken for account of the 
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Standard Oil shareholders (Def. Exhibit 318). Three of the 
five incorporators of the Beacon Oil Co. were George F. 
Chester, John D. Archbold and Fred Mohr, Jr., all of whom 
represented the stockholders of the Standard Oil Co. (Def. 
Exhibit 320, vol. 19, p. 756). Among the subscribers to the 
original capital stock of the Maverick Oil Co. were J. D. 
Archbold and George F. Chester, who represented the Stand- 
ard Oil shareholders (J. D. Archbold, vol. 17, p. 3641 : Def. 
Exhibit 327, vol. 19, p. 773). The 525 shares out of 750 
shares of the Keystone Refining Go. were immediately, upon 
the organization of that Company, assigned to Charles Pratt 
and Wm. G. Warden, who held the stock so assigned for the 
Standard Oil shareholders (J. D. Archbold, vol. 17, p. 3640 : 
Def. Exhibit 326, vol. 19, p. 769). The holders of the capital 
stock of the Catena Oil Works, Ltd., included F. Q. Barstow, 
J. D. Archbold, J. J. Vandergrift and Duncan Mcintosh, who 
in subscribing for and holding their stock acted for the stock- 
holders of the Standard Oil Co. (J. D. Archbold, vol. 17, p. 
3642 : Def. Exhibit 336, vol. 19, p. 800). John D. Archbold, 
F. Q. Barstow and D. Mcintosh held 62 out of 160 shares of 
the Signal Oil Works, Ltd., for account of the Standard Oil 
shareholders (J. D. Archbold, vol. 17, p. 3641 : Def. Exhibit 
330, vol. 19, p. 775). John D. Archbold, F. Q. Barstow, A. M. 
McGregor and Charles Pratt subscribed for $145,000 out of 
^175,000 capital stock of the Eclipse Lubricating Oil Co., Ltd. 
In subscribing for and holding this stock, they acted for the 
shareholders of the Standard Oil Co. (J. D. Archbold, vol. 
17, p. 3642: Def. Exhibit 333, vol. 19, p. 793). J. D. 
Archbold and F. Q. Barstow subscribed for $75,000 
out of the $100,000 of stock of H. C. Van 
Tine & Co., and such stock was subscribed for 
and held by them for account of the shareholders of the 
Standard Oil Company (J. D. Archbold, vol. 17, p. 3643 ; Def. 
Ex. 338, vol. 19, p. 805). Of the 1000 shares of stock of the 
Waters-Pierce Oil Go. originally issued, 400 shares were 
issued to H. A. Hutchins, who represented the Standard Oil 
shareholders, and 200 shares were issued to Chess-Carl ey & 
Co. (Mr. Archbold, vol. 17, p. 3643 ; Def. Exs. 339 & 339-A, 
vol. 19, pp. 808-9). 

The United Pipe Lines was organized in 1877, and in that 
year or shortly thereafter, all of the Standard Oil pipe line 



46 

interests were vested in the American Transfer Company, of 
which all the stock was held for the account of the Standard 
Oil stockholders, or in the United Pipe Lines (Mr. Eockefeller„ 
vol. 16, pp. 3092-3). Out of the 50,000 shares constituting 
the issue of stock of the United Pipe Lines, 11,644 were issued 
to J. J. Vandergrift, Trustee, 2,985 shares were issued to 
Daniel O'Day and 27,021 shares to H. M. Flagler. One-third 
of the stock issued to J. J. Vandergrift, Trustee, and all of that 
issued to O'Day and Flagler, were held for the Standard Oil 
shareholders (J. D. Archbold, vol. 17, p. 3644 ; Def. Ex. 341-A, 
vol. 19, p. 820). 

II. Peopbeties held Apeil Bth, 1879. 
The vaeious propeeties acquieed foe account of the. 

STOCKHOLDEES OP THE StANDAED OiL Co. PEIOE TO ApEIL 8^ 

1879, which were eepeesented on that date eithee by the 
STOCK OE the Standaed Oil Co. oe by stocks and inteeests 

HELD IN TEUST FOE ITS STOCKHOLDEES, COMPEISED ALL THE 
ESSENTIAL FACTOES IN THE STANDARD OiL BUSINESS REPRESENTED 
BY THE STOCKS AND INTEEESTS NAMED IN THE TEUST AGEEEMENT 
OF 1882. 

The essential identity of the Standard Oil interests in 1879* 
and 1882 can be best shown in the form of a table : 

TABLE NUMBER 1. 



Owned in whole or in part by Standard 
Oil Interests in 1882 


Owned in whole or in part by or 
for account of stockholders of 
Standard Oil Co. (of Ohio) April 
8, 1879. 


Companies named 
in Trust Agree- 
ment. 


Total 
Stock 


Proportion 
Owned. 


Corresponding 

Companies in 

1879. 


Proportion 
Owned 


Date 
Ac- 
quired 


Acme Oil Co. of 
New York 

Acme Oil Co. of 
Pennsylvania 

Atlantic Refining 
Co. of Philadel- 
phia. 


3000 

Shares 

3000 
Shares 

4000 
Shares 


All 

a 


Acme Oil Co. of 
New York 
which owned 
p r p e r t ies 
a f t e r w ards 
owned by 
Acme of 
Pennsylvania. 

Atlantic Ref. 
Co. 

P h i 1 a d e Iphia 
Refining Co. 


All 

All 
All 


1875 

1874 

187T 
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Owned in whole 


or in part 


bv or 


Owned in whole or in part by Standard 


for account 


3f stockholders of 


Oil Interests in 1883. 


Standard Oil Co. (of Ohio) April 






8, 1879. 






Companies named 
in Trust Agree- 
ment. 


Total 
Stock. 


Proportion 
Owned. 


Corresponding 

Companies in 

1879. 


Proportion 
Owned. 


Date 
Ac- 
quired 


Bush & Co., Ltd. 


150 
Shares 


All 






1880 


Camden Consoli- 


4000 




Camden Con- 


All 


1876 


dated Oil Co. 


Shares 




solidated Oil 
Co. 






Elizabethport Acid 


280 






1880 


Works 












Imperial Eefining 


3000 




Imperial Refin- 


All 


1874 


Co. 


Shares 




ing Co. 






Charles Pratt & 


5000 




Charles Pratt & 


All 


1874 


Co. 


Shares 




Co. 






Paine, Ablett & 


500 




Paine, Ablett & 


All 


1878 


Co. 


Shares 




Co. 






Standard Oil Co. 


35000 




Standard Oil Co. 


All 




(of Ohio j 


Shares 




(of Ohio) 












Long Island 00 

Co. 
Standard Oil Co. 


All 


1873 


Standard Oil Co. 


3000 




All 


1874 


(of Pittsburg) 


Shares 




(of Pittsburg) 












Model Oil Co. 


All 


1874 


Smith's Ferry Oil 


200 




Smith's Ferry 


All 


1878 


T r a n sportation 


Shares 




Oil Transpor- 






Co. 






tation Co. 






Solar Oil Co., Ltd. 


1000 
Shares 








1880 


Sone & Fleming 


2500 




Sone & Fleming 


All 


1877 


Mfg. Co., Ltd. 


Shares 




Mfg. Co. 






American Lubri- 


2000 


1775/2000 


American Lu- 


1775/2000 


1878 


cating Oil Co. 


Shares 




bricating Oil 
Co. 
Baltimor e 






Baltimore United 


6000 


5024/6000 


5024/6000 


1877 


Oil Co. 


Shares 




United Oil Co. 






Beacon Oil Co. 


1000 
Shares 


7/10 






1879 


Bush & Denslow 


3000 


1/2 






1881 


Mfg. Co. 


Shares 










Central Refining 


2553 


2268/2553 


Central Refin- 


2268/2553 


1876 


Co. Pittsburg 


Shares 




ing Co. Pitts- 
burg 






Chesebrough Mfg. 


5000 


2549/5000 






1881 


Co. 


Shares 










Chess, Charley & 


6000 


1/2 


Firm of Chess, 


1/2 


1873 


Co. 






Carley & Co. 






Consolidated Tank 


1250 


1/3 


Consolidated 


1/2 


1878 


Line Co. 


Shares 




Tank Line Co. 






Inland Oil Co. 


500 
Shares 


1/3 






1880 


Keystone Refining 


750 


525/750 


Keystone Refin- 


535/760 


1876 


Co. 


Shares 




ing Co. 






Maverick Oil Co. 


1000 
Shares 


7/10 


Maverick Oil 
Co. 


7/10 


1877 



48 



Owned in whole or in part by Standard 
Oil Interests in 1883. 



Companies named 
in Trust Agree- 


Total 
Stock. 


Proportion 
Owned. 


ment. 






National Transit 


588000 


503/588 


Uo. 


Shares 




Portland Kerosene 


2000 


934/2000 


Oil Co. 


Shares 




Producers' Consoli- 


10000 


6513^/10000 


dated Land & 


Shares 




Petroleum Co. 






Galena Oil Works, 


6000 


4650/6000 


Ltd. 


Shares 




Signal Oil "Works, 


160 


31/80 


Ltd. 


Shares 




Galena Farms Oil 


1000 


155/300 


Co., Ltd. 


Shares 




Thompson & Bed- 


asoo 


4/5 


ford Co., Ltd. 


Shares 




Devoe Mfg. Co. 


3000 

Shares 


9/10 


Eclipse Lubricating 


8500 


33/35 


Oil Co., Ltd. 


Shares 




Empire Refining 


1000 


4/5 


Co., Ltd. 


Shares 




Prauklin Pipe Line 


500 


19/100 


Co. 


Shares 




Germania Mining 


300 


29/30 


Co. 


Shares 




Vacuum Oil Co. 


100 
Shares 


8/4 


H. C. Van Tine & 


1000 


3/4 


Co., Ltd. 


Shares 




Waters-Pierce Oil 


1000 


3/5 


Co. 


Shares 





Owned in whole or in part by or 
for account of stockholders of 
Standard Oil Co. (of Ohio) April 
8, 1879. 



Corresponding 

Companies in 

1879. 



American 
Transfer Co. 
United Pipe 
Lines 
Columbia Con- 
duit Co. 



Producers' Con- 
solidated Land 
& Petro 1 e u m 
Co. 

Galena Oil Wks. 
which owned 
properties of 
Galena Farms 
Oil Co. Ltd. & 
interest in 
Signal Oil 
Works. 



Firm of Thomp- 
son & Bed- 
ford Co. 

Devoe Mfg. Co. 

Eclipse Lubri- 
cating Oil Co., 
Ltd. 



All 

4159/5000 

All 

14713/25000 

7/8 



H. C. Van Tine 
&Co., Ltd. 

Waters-Pi e r c e 
Oil Co. 



Proportion 
Owned. 



Date 
Ac- 
quired 



1/3 



9/10 
39/35 



3/4 
3/5 



1873 

1874/8 
1877 
1879 
1877 

1879 



1878 

1873 
1878 

1881 
1881 
1880 
1879 
1879 
1878 



References: Defendants' Exhibits 383, 257, 270, 306, 311, 313, 314, 315, 
316, 317, 318, 319, 333, 325, 336, 337, 329, 339, 340, 341 ; Mr. Archbold, Vol. 
17, pp. 3632-3644. 
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III. The Vilas, Keith & Chester agreement. 

On April 8, 1879, all op the stockholders of the Stand- 
ABD Oil Oo. (op Ohio) and the individuals in whose names the 

STOCKS and interests THERETOFORE ACQUIRED AND HELD FOR THEIR 
BENEFIT STOOD, AND THE STANDARD OiL CO. (OP OhIO) ITSELF 
EXECUTED AN INSTRUMENT EVIDENCING THE RIGHTS OF THE 
STOCKHOLDERS OF THE STANDARD OiL Co. (OP OhIO) TO SAID 

stocks and interests, and transferring the same to yllas, 
Keith & Chester for their benefit, and said stocks v7ERE 
transferred on the books op the respective companies to 
Vilas, Keith & Chester, Trustees. 

On April 8th, 1879, the Standard Oil Company, which had 
the physical possession of the certificates of stock held for ac- 
count of its shareholders (J. D. Rockefeller, vol. 16, pp. 3096-7), 
together with each of the stockholders of the Standard Oil 
Company and each of the persons in whose names the stocks 
held for their account stood, joined in the execution of the 
following instrument, the original of which with all the original 
signatures thereto has been put in evidence on behalf of the 
defendants (J. D. Eockefeller, vol. 16, pp. 3097-8 ; Def. Ex. 
257, vol. 19, p. 618) : 

" "Whereas, the Standard Oil Company, of Cleveland, Ohio, 
holds the possession of certificates for certain stocks and 
interests which it is desirable to distribute among the parties 
entitled thereto ; and, whereas such stocks and interests now 
stand in the names of several persons, and it is desirable for 
convenience in dividing them that all be transferred to trustees, 
and that the same be so transferred by the Standard Oil Com- 
pany, by each party holding the same and by every person 
holding or claiming an interest therein. 

Now, in consideration of the foregoing, and of the sum of 
one dollar to us paid, and other considerations satisfactory to 
us, we, the undersigned, hereby grant, assign, transfer and 
convey all our right, title and interests and all the right, title 
and interest of each and every one of us of whatever name 
and nature in and to all and singular the following described 
stocks and interests, to wit : 

Entire capital stock of Long Island Oil Company. 

2,700 shares capital stock of Devoe Manufacturing Co. 

Entire capital stock of Charles Pratt & Co. 

5,059 shares capital stock of Baltimore XTnited Oil Co. 

525 shares capital stock of Keystone Refining Co. 
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Entire capital stock of Sone & Fleming Manufacturing Co. 
Ltd. 

Entire capital stock of Atlantic Eefining Co. 

Entire capital stock of Standard Oil Co. (of Pennsylvania,) 

Entire capital stock of Model Oil Co. 

1,775 shares capital stock of American Lubricating Oil Co. 

Entire capital stock of Camden Consolidated Oil Co. 

2,268 shares capital stock of Central Eefining Co. 

700 shares capital stock of Maverick Oil Co. 

Entire capital stock of Republic Refining Co. 

400 shares capital stock of Waters -Pierce Oil Co. 

300 shares capital stock of Consolidated Tank Line Co. 

Entire capital stock of American Transfer Co. 

41,590 shares capital stock of United Pipe Lines. 

Entire interest in and capital stock of Paine, Ablett & Co. 
Ltd. 

145,175ths of entire interest in and capital stock of Eclipse 
Lubricating Oil Co., Limited. 

f ths of entire interest and capital stock of H. C. Van Tine 
<fe Co., Limited. 

^ths of entire interest in and capital stock of Galena Oil 
Works, Limited. 

Entire capital stock of Smith's Ferry Oil Transpn. Co. 

14,713 (old) shares stock and interest in Producers' Con- 
solidated Land & Petroleum Co. 

Special Investment at Oil City, Pa. 

Business and property of Star Oil Co., Erie, Pa. 

do do of Warden, Frew & Co., Phila., Pa. 

Entire capital stock of Philadelphia Eefining Co. 

Entire capital stock of Olean Petroleum Co., Limited. 

Entire capital stock of Columbia Conduit Co. 
and also all other interests of every kind and description held 
by the Standard Oil Co., or in which it has an interest which 
can be or by right ought to be divided and distributed among 
the parties entitled thereto, without affecting its proper, legiti- 
mate, and efficient operations as a corporation, to Myron E. 
Keith, George F. Chester and George H. Vilas, as trustees, to 
have and to hold said stocks and interest to them and their 
survivors and successors, in trust nevertheless for the following 
purposes, to wit : To hold, control and manage the said stocks 
and interests for the exclusive use and benefit of the following 
named persons and in the following proportions named : 
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Charles Pratt... ._-2700/35000 thereof 

Horace A. Pratt 15/35000 

Henry H. Eogers 910/35000 

O. M. Pratt 200/35000 

Wm. Eockefeller 1600/35000 

O. B. Jennings 818/35000 

W. H. Macy 59/35000 

W. H. Macy, Jr 28/35000 

Estate of Josiah Macy 892/35000 

A. J. Pouch 178/35000 

J. A. Bcstwick 1872/35000 

Warden Frew & Co 485/35000 

Chas. Lockhart 1408/35000 

Wm. C. Warden 1292/35000 

O. H. Payne, Trustee 61/35000 

S. V. Harkness 2925/35000 

H. M. Flagler 3000/35000 

Daniel Bushnell 97/35000 

Jos. L. Warden 98/35000 

J. J. Vandergrift 500/35000 

F. A. Arter 35/35000 

Gustave Heye 178/35000 

L. G. Harkness 178/35000 

Hanna& Chapin __ 263/35000 

A. M. McGregor 118/35000 

B.Brewster 409/35000 

W. C.Andrews. 990/35000 

Horace A. Hutchins 111/35000 

John D. Archbold 350/35000 

John D. Eockefeller 8984/35000 

J.N. Camden ._. 200/35000 

W. P. Thompson 132/35000 

D. M. Harkness 323/35000 

O. H. Payne 2637/35000 

John Huntington 584/35000 

W. T. Wardwell 78/35000 

H.W.Payne 292/35000 

and to divide and distribute the same as soon as they can 
conveniently do so between the said persons for whose benefit 
they hold the same as aforesaid, and in the respective propor- 
tions aforesaid ; with full power and authority to the survivors 
of the said trustees in case of the death of either of them to 
nominate and appoint a successor to such deceased trustee if 
they shall think it expedient so to do or else to continue the 
said trust without filling such vacancy. 

In witness whereof the said Standard Oil Co. has by its 
president and secretary duly authorized thereto set its name 
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and affixed its corporate seal, and the others of the undersigned 
have hereto set their hands and seals this eighth day of April, 
A. D. 1879." 

The persons named in the lody of the instrument among 
wliom, hy its terms, the various stocks described were to he 
distributed were stockholders and were all the stockholders 
of the Standard Oil Co. (of Ohio). The proportions of the 
stocks described, to which, by the terms of the instrument, 
they are declared to be entitled, were the iproportions i?i which 
they respectively held the stock of the Standard Oil Go. (of 
Ohio) (J. D. Boclefeller, vol. 16, pp. 3097-3098: Def. Exhibit 
386). 

The reason for the execution of ihe instrument, as stated 
by Mr. Archbold, was — 

" It seemed that it was a simple method to hold the 
interest that had been acquired for this common owner- 
ship " (vol. 17, p. 3258). 

Mr. Eockefeller says : 

" It was made for the purpose of holding for the 
benefit of these individuals for whom these interests 
had been acquired, the properties in the form that 
seemed the most feasible " (vol. 16, p. 3175). 

The stocks described in the Yilas, Keith <& Chester agree- 
ment, and all other stocks which had theretofore been held 
for Stondard Oil interests, were, upon the execution of that 
agreement, transferred on the books of the several companies 
to Vilas, Keith & Chester, trustees (Atlantic Eefining Co., 
Def. Exhibit 311, vol. 19, p. 734 ; Acme Oil Co., Def. Exhibit 
307, p. 720 ; Chas. Pratt & Co., Def. Exhibit 313, p. 742 ; 
Standard Oil Co., Pittsburg, Def. Exhibit 315, p. 747 ; Smith's 
Ferry Oil Transportation Co., Def. Exhibit 316, p. 747 ; Sone 
& Fleming Mfg. Co., Def. Exhibit 317, p. 747 ; Baltimore 
United Oil Co., Def. Exhibit 319, p. 752 ; Central Eefining 
Co. of Pittsburg, Def. Exhibit 322, p. 757 ; Consolidated Tank 
Line Co., Def. Exhibit 325, p. 763 ; Keystone Eefining Co., 
Def. Exhibit 326, p. 769 ; Devoe Mfg. Co., Def. Exhibit 322, 
p. 757 ; Waters-Pierce Oil Co., Def. Exhibit 339, p. 808. 

The stocks transferred to Vilas, Keith & Chester, Trustees, 
were not divided but were held by them until the Trust Agree- 
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ment of 1882 (J. D. Eockefeller, vol. 16, p. 3178). At all times 
each stockholder of the Standard Oil Co. of Ohio had the same 
proportionate interest in these stocks that he had in the stock 
of the Standard Oil Company (J. D. Rockefeller, vol. 16, p. 

3180). 

IV. The Period Covered by the Vila.s, Keith & Chester 

Agreement. 

Acquisitions made subsequent to the Vilas, Keith & 
Chester Agreement were paid for either by the Standard 
Oil Company (oe Ohio) or by one op the companies whose 
stocks were held by Vilas, Keith & Chester, and the 
stocks representing such acquisitions were either trans- 
ferred TO Vilas, Keith & Chester or put into their cus- 
tody and were held eor the proportionate benefit op the 
stockholders of the Standard Oil Co. (op Ohio). Various 
changes in organization were effected for the better 
systematization op the business, and the business as a 
whole represented by the stock op the standard oil co 
(of Ohio) and the stocks held by Vilas, Keith & Chester 
WAS managed for the common benefit of its common owners, 

THE STOCKHOLDERS OP THE STANDARD OiL Co. (OP OhIO). 

1. Mr. Archbold testifies as follows : 

" I should say that up to about 1880 the energies 
had been extended to the acquisition of properties at the 
various points — the acquisition and creation of pro- 
perties at the various points where it was thought the 
refining business could be most advantageously done 
as to economy with reference to the supply of crude, the 
supply of all the materials that entered into the manu- 
facture and the distribution of the products. At about 
that time there began to be felt the necessity of a more 
thorough unification of the interests, so that the ad- 
ministration of them might result in having each unit 
do the business more thoroughly than it had there- 
tofore done, in the area which its location best qualified 
it to operate in. The Vilas, Keith & Chester agree- 
ment was perhaps the first important step in that di- 
rection, but the culmination of it did not come until 
the trust agreement of 1882, and after that time there 
was a more thorough unification of interests and more 
thorough direction as to the operation of the plants in 
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the various localities and in the various corporations ; 
and that unification has practically continued until this 
time " (vol. 17, p. 3467). 

2. A few of these acquisitions made by the Standard Oil 
interests prior to 1882, which have been already described, 
were made subsequent to the Vilas, Keith & Chester Agree- 
ment. Where properties were acquired, the money for the 
purchase came either from the treasury of the Standard Oil 
Co. of Ohio or from the treasury of one of the com- 
panies whose stock was held by Vilas, Keith & Chester 
(J. D. Archbold, vol. 17, p. 3467). Where corporate stocks 
were subscribed for or acquired they were issued or trans- 
ferred to Vilas, Keith & Chester, or were issued or trans- 
ferred to individuals acting for the stockholders of the Stand- 
ard Oil Co. of Ohio. Where the latter course was adopted, 
however, it would seem that the stocks were endorsed in blank 
and delivered to Vilas, Keith & Chester. They had the cus- 
tody of all of the stocks held for common account at the time 
of the Trust Agreement, and turned bhem in to the trustees 
named in the Trust Agreement (See receipt of J. A. Bostwick, 
Treas. of the Standard Oil Trust, to George H. Vilas ; Def. 
Ex. 270, vol. 19, p. 628). 

3. The stock of the Bush & Denslow Manfg. Co. and the 
Emfire Refining Company acquired in 1880 was transferred to 
J. D. Archbold and Wm. Eockefeller, jointly, for account of 
the Standard Oil shareholders (J. D. Archbold, vol. 17, pp. 
3639-42 ; Def. Exs. 321, vol. 19, p. 757, and 334, vol. 19, 
p. 798). The stock of the Chesehrough Manfg. Co., on its 
acquisition, was transferred to Charles Pratt & Co., J. D. 
Archbold, S. C. Lewis, Ambrose McGregor and H. H. Eogers, 
by whom it was transferred to Vilas, Keith & Chester (J. D. 
Archbold, vol. 17, p. 3640 ; Def. ex. 323, vol. 19, p. 758). The 
95 shares of the FranUin Pipe Line Co. stock acquired were 
held by individuals for account of the Standard Oil share- 
holders (J. D. Archbold, vol. 17, p. 3642). Among the original 
subscribers to the stock of the Elizabethport Acid Works were 
McGregor, Alexander and Freeman, who took six-sevenths of 
the stock for the Standard Oil shareholders (J. D. Archbold, 
vol. 17, p. 3634 ; Def. Ex. 310, vol. 19, p. 731). 

4. The Acme Oil Co. of Pennsylvania was organized to take 
over the Pennsylvania properties of the Acme Oil Co. (Def. 
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Ex. 282 ; J. D. Archbold, vol. 17, p. 3260). The incorporators 
were J. D. Archbold, F. Q. Barstow, Wm. G. Warden, Henry 
L. Davis and Duncan Mcintosh, all of whom represented the 
Standard Oil shareholders (J. D. Archbold, vol. 17, pp. 3633- 
3634 ; Del Ex. 308, vol. 19, p. 723). The National Transit 
Co., was organized to take over the pipe lines belonging to the 
Standard Oil interests into one organization (J. D. Archbold, 
vol. 17, p. 3232). At the time of its organization, the 
physical properties of the American Transfer Co. vrere 
conveyed to the National Transit Co. and 94 per cent of 
the stock of the United Pipe Lines was transferred to it 
by Vilas, Keith & Chester (J. D. Archbold, vol. 17, p. 3466 ; 
Def. Exs. 341-A, vol. 19, p. 820, and 282, vol. 19, p. 673). The 
National Transit Co. also acquired from the stockholders 
of the National Storage Co. the capital stock of that com- 
pany ; 503,000 shares of its capital stock were issued to Vilas, 
Keith & Chester, Trustees, in payment for the stock of the 
United Pipe Lines and the properties of the American Transfer 
Co., and 75,000 shares were issued to the stockholders of the 
National Storage Co. in payment for their stock. (Def. Ex- 
hibit 328, vol. 19, p. 774). The Long Island Refining Go. 
was liquidated, its properties being conveyed to the Standard 
Oil Co. (of Ohio). (Def. Exhibits 342, vol. 19, p. 821, & 282, 
vol. 19, at p. 674). The stock of the Consolidated Tank Line was 
increased Vilas, Keith & Chester taking their ^ro rata of the 
increase of stock. (Def. Exhibit 325, vol. 19, p. 763). The 
stock of the Producers' Consolidated Land <& Petroleum Go. 
was reduced, resulting in the proportionate reduction in the 
holdings of Vilas, Keith & Chester, trustees. (Def. Exhibit 
329, vol. 19, p. 774). The Philadelphia Refining Co., acquired 
from the Empire Transportation Co. and named in the Vilas, 
Keith & Chester agreement, disappeared, its refinery having 
been conveyed to the Atlantic Refining Co. One or two other 
refining companies named in that agreement disappeared for 
similar reasons. The Chess- Carley Co. was organized to take 
over the properties of Chess, Carley & Co. (a half interest in 
which had been held by Standard Oil interests since 1873). 
One-half of the stock was issued to Vilas, Keith & Chester, 
trustees. (Def. Exhibit 324, vol. 19, p. 759). The corporation 
of Thompson (& Bedford Co., Ltd., was organized to take over 
the business of Thompson & Bedford in which the Standard 
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Oil shareholders had a half interest. Four-fifths of the stock, 
immediately on the organization of the Company, was trans- 
ferred to Waring, McGregor, Brown, Archbold and Eogers for 
account of the Standard Oil shareholders. (Def. Exhibit 331, 
vol. 19, p. 782 ; J. D. Archbold, vol. 17, pp. 3641-3642). The 
Oalena Farms Oil Co. was organized to take over the produc- 
ing properties of the Galena Oil Works, Ltd., Barstow, Arch- 
bold, Vandergrift and Mcintosh being four of the incorporators. 
They represented Standard Oil shareholders. (J. D. Archbold, 
vol. 17, p. 3642 ; Def. Exhibit 337, vol. 19, p. 802). 



I'OURTII. Trust Agreement of 1882. 

The Trust Agreement of 1882 was merely a change in 
the form in which the common properties represented by the 

STOCK OP THE STANDARD OiL Co. (OP OhIO) AND THE ViLAS, 

Keith & Chester stocks were held por the common account. 
The trustees named in the Trust Agreement issued to the 
holder of each share op the stock of the Standard Oil Co. 
(op Ohio) twenty trust certificates to represent his inter- 
ests IN THE Standard Oil Co. (of Ohio) and in the stocks held 
BY Vilas, Eeith & Chester. The Trust Agreement was 
devised as a simple and effective plan for holding the com- 
mon properties and furnishing the common owners with suit- 
able evidences of their respective interests. 

The signers of the Trust Agreement of 1882 were the stock- 
holders of the Standard Oil Co. (of Ohio) and Vilas, Keith & 
Chester, the trustees who held for the common benefit of said 
stockholders the stocks of the other companies named in the 
Trust Agreement. They comprised all of the three classes 
which, according to its terms, the Trust Agreement was to em- 
brace (J. D. Kockefeller, vol. 16, pp. 3098 & 3181 : J. D. Arch- 
bold, vol. 17, p. 3258 : Def. Exhibit 386, vol. 19, p. 887). The 
stockholders of the Standard Oil Co. (of Ohio) each trans- 
ferred the stock held by him to the trustees named in the Trust 
Agreement (Def. Exhibit 386). Vilas, Keith & Chester turned 
in to the trustees all of the stocks that had been held for the 
common account, that is to say, the stocks of all of the com- 
panies named in the Trust Agreement other than the Standard 
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Oil Co. (of Ohio) (See receipt of J. A. Bostwick, Treasurer 
Standard Oil Trust, to G. H. Vilas : Def. EKhibit 270, vol. 19, p. 
628. See also transcripts from stoekbooks showing transfers 
from Vilas, Keith & Chester to the trustees of the Standard 
Oil Trust : Def. Exhibits 307, 311, 313, 315, 317, 319, 
323, 324, 325, 326, 328, 332 & 339, vol. 19, pp. 720- 
808). The trustees named in the Trust Agreement issued 
trust certificates to the amount of $70,000,000, face value, to 
represent the properties transferred to them by the signers of 
the Trust Agreemant. (Def. Exhibit 270, vol. 19, p. 628 ; Pet. 
Exhibit 250, vol. 7, p. 423.) Each of the stockholders of the 
Standard Oil Co. received the same proportion of the certifi- 
cates issed by the trustees which he had previously held of the 
stock of the Standard Oil Co., so that he retained the propor- 
tionate interest in the entire business which previously had 
been represented by his stock in the Standard Oil Co., and by 
his proportionate interest in the stocks held in trust by Vilas, 
Keith & Chester. (J. D. Kockefeller, vol. 16, p. 3182.) The 
capital stock of the Standard Oil Co. was $3,500,000, so that 
in place of each share of stock in that Company the stock- 
holders received twenty shares of trust certificates. (J. D. 
Archbold, vol. 17, p. 3259 ; List of stockholders of Standard 
Oil Co., Def., Exhibit 386, vol. 19, p. 887 ; hst of original cer- 
tificate holders. Bill of Complaint, p. 58.) 

The reasons for the Trust Agreement of 1882 are stated by 
Mr. Archbold as follows : 

" It was made as a simple and effective form of 
holding the interests which had been theretofore ac- 
quired. We were advised by counsel that neither the 
Standard Oil Co, of Ohio nor indeed any other single 
corporation could successfully or safely, perhaps, hold 
them. They were varied in nature ; the property was 
widespread, located in many different States, the laws 
of which were in many cases restrictive as to the rights 
of corporations, and the trusteeship was suggested as a 
simple method of bringing together those properties so 
as to provide for an evidence of ownership, a token of 
ownership that would be marketable, that would give 
the interests a market value, a basis for trading, and 
that would enable an administrative oversight in the 
simplest possible way. * * * 

There was no general token or evidence of owner- 
ship prior to 1882, and that was a very controlling feature 
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of the necessity that led to the making of the trust 
agreement. Individuals in interest, through _ joint 
ownership in the Standard Oil Company of Ohio and 
in the Vilas, Keith & Chester holdings, wanted some- 
thing, as I say, that would evidence their ownership in 
the property as a whole, and that could be marketed." 
(J. D. Archbold, vol. 17, pp. 3259-3260.) 



FIFTH. Relation of the business at the time 
of the Trust Agreement to the business of to-day. 

I. The peopeeties already owned by the stockholdees op 
THE Standabd Oil Co. (of Ohio) in 1882 included substan- 
tially ALL THE PEOPEETIES NOW OWNED THAT HAVE NOT SINCE 
BEEN OEIGINATED BY THE OWNEES OF THE StANDAED OiL BUSINESS. 

Except as to peopeeties which had then aleeady been ac- 
quieed the plant of to-day is almost wholly the ceeation 

OF THE OWNEES OF THE StANDAED OiL BUSINESS. 

1. The Standard Oil Companies, including the Galena-Sig- 
nal Oil Company now own and operate twenty-two refining 
and lubricating plants. Of these, fifteen have grown up from 
plants owned by the Standard Oil Companies at the time of 
the Trust Agreement and are the same plants, modernized 
and greatly enlarged. Six have been created by the Standard' 
Oil Companies since 1882. One was purchased for $84,000 
just after the trust agreement ; and now represents an invest- 
ment of nearly a million and a half dollars and has a capacity 
of nearly a million barrels of crude a year. 

2. In 1882 the chief refineries of the Standard Oil interests 
in and around New York Harbor were the Long Island refinery 
and the Brooklyn refinery, owned by the Standard Oil Co. (of 
Ohio) ; the Pratt refinery and the Queens County refinery in 
Brooklyn and on Newtown Creek, owned by Charles Pratt & 
Co. ; the Sone & Fleming Works on Newtown Creek, owned by 
the Sone & Fleming Co. ; the Bayonne refinery at Bayonne, 
N. J., owned by the Standard Oil Co. (of Ohio), and the 
Eagle Works at Communipaw, then being constructed, and 
owned by the Standard Oil Co. (of Ohio), The Long Island 
Works, the Pratt Works, the Queens County Works and the 
Sone & Fleming Works are now the great refineries of the 
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Standard Oil Co. of New York. The Bayonne refinery of 1882 
has become the great Bayonne refinery of the Standard Oil 
Co. (New Jersey), and the Eagle Works at Communipaw is 
one of the Standard Oil Co.'s (New Jersey) four great refiner- 
ies (J. D. Archbold, vol. 17, p. 3265 ; Def. Ex. 269, vol. 19, 
p. 627 ; 282, p. 673 ; 271, p. 633 ; 272, p. 644). 

In Philadelphia the Standard Oil interests in 1882 owned 
the Atlantic and Philadelphia Works which are in oper- 
ation to-day and have become one of the greatest of all the 
refineries. They were then and are still owned by the Atlantic 
Eefining Co. (Def. Exs. 282, 271 !& 269). At Baltimore the 
Canton Works of the Camden Consolidated Oil Co. and the 
works of the Baltimore United Oil Co. of 1882 have become 
the Baltimore Works of the Standard Oil Co. (New Jersey) 
(Def. Exs. 271 & 282). The works at Parkersburg, which in 
1882 were owned by the Camden Consolidated Oil Co., are 
now the Parkersburg Works of the Standard Oil Co. (New 
Jersey). At Pittsburg in 1882 the Standard Oil interests had 
two refineries, one the refinery of the Standard Oil Co. of Pitts- 
burg, and the other the refinery of the Central Eefining Co., 
Ltd., of which Company the Standard Oil interests owned 
2,268 shares out of 2,553. In 1889 the Central Eefining Com- 
pany's Works were consolidated with the works of the Stan- 
dard Oil Co. of Pittsburg (Def. Ex. 282, p. 673). These are 
now the Pittsburg Works of the Atlantic Eefining Co. In the 
oil regions, in 1882, the Standard Oil interests owned the works 
of the Acme Oil Co. and the Keystone Eefining Co. at Titus- 
ville, the Imperial refinery at Oil City and the Eclipse Works 
at Franklin, besides their interest in the Galena and Signal 
Works. The Galena and Signal Works are to-day the 
works of the Galena-Signal Oil Company. The works at 
Titusville were destroyed by fire in the early eighties (J. D. 
Archbold, vol. 17, p. 3260). The process of consolidation has 
led to the abandonment of the Imperial refinery, but the 
Eclipse Works have become one of the great refineries of the 
Atlantic Eefining Company (Def. Exs. 269, vol. 19, p. 627 ; 271, 
p. 633 ; 282, p. 673). At Cleveland the Standard Oil Company 
(of Ohio) still operates the works that it owned in 1882, and 
also owns the works that in 1882 were owned by the American 
Lubricating Oil Company (Def. Ex. 282 & 271, id.). 

The Atlas Eefining Company had a small plant at Buffalo 
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which was purchased in the year 1882 and was the nucleus of 
the Atlas Eefinery, now owned by the Standard Oil Co. of New 
York (J. D. Archbold, vol. 17, p. 3253 ; Def. Ex. 272, vol. 19, p. 
664). The cost of the improvements at the Atlas Works, as 
they now stand, is more than $1,300,000 and their capacity is 
nearly a million barrels a year (Def. Ex. 269, vol. 19, p. 627). 

The refineries now owned by the Standard Oil Companies 
at Lima, Ohio, at Whiting, Ind., at Sugar Creek, Mo., at Ne- 
odesha, Kan., at Wood Eiver, 111., at Eichmond, Cal., they 
have themselves created since 1882. At all of these points 
except in California they were pioneers in the field. In Cali- 
fornia they purchased a refinery having a capacity of 200 bar- 
rels a day, from which an inferior product was produced, 
incapable of use without admixture with eastern oils. This 
refinery was replaced with the Eichmond Eefinery, which con- 
sumes 30,000 barrels of crude a day (J. D. Archbold, vol. 17, p. 
3252 ; H. M. Tilford, vol. 17, pp. 3490-3). 

The refineries that were owned by the Standard Oil inter- 
ests in 1882 have been practically reconstructed (J. D. Arch- 
bold, vol. 17, p. 3252). Their capacity has been increased 
many fold (Def. Ex. 269, vol. 19, p. 627; Archbold, vol. 17, pp. 
3252-3). The total consumption of crude oil by all of the 
Standard Oil refineries in 1882 was 16,592,593 barrels ; it has 
since increased steadily from year to year (Def. Ex. 268, vol. 
19, p. 626). In 1906 it had increased four-fold, and in 1908 
it was over 70,000,000. (J. D. Archbold, vol. 17, pp. 3251-2). 
The investments in the refinery properties have increased 
proportionately, i. e. from $17,000,000 to nearly $60,000,000 
(J. D. Archbold, vol. 17, p. 3253 ; Def. Ex. 269, vol. 19, p. 
627). 

3. The pipe lines of the Standard Oil interests in 1882 con- 
sisted of 1,062 miles of trunk lines and 2,468 miles of 
gathering lines. In 1899 there were 3,904 miles of trunk 
lines and 10,749 miles of gathering lines. In 1908 there were 
9,388 miles of trunk lines and 45,227 miles of gathering 
lines (Def. Exs. 261 & 262, vol. 19, pp. 621). This 
increase iu the mileage of the pipe lines is almost alto- 
gether the result of new construction by the Standard Oil 
interests. (J. D. Archbold, vol. 17, pp. 3232-3233.) The only 
trunk line that has been acquired is the Crescent Pipe Line 
running from a point in Western Pennsylvania to Marcus 
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Hook at the mouth of the Delaware Eiver. This line is 
about three hundred miles long. (J. D. Archbold, vol. 17, p. 
8233.) It was purchased by the National Transit Co. in 1895. 
At the time the Crescent Pipe Line was bought, the gathering 
system connected with that line, known as the Mellon Pipe 
Lines, was also acquired. The Mellon Lines comprised about 
302 miles of pipe. (J. D. Archbold, vol. 17, p. 3466.) Along 
with the purchase of the Globe refinery forty-five per cent, of 
the stock of the Western & Atlantic Pipe Lines was acquired. 
(Def. Exhibit 271, vol. 19, p. 633.) The gathering lines of 
this Company, which included the line formerly known as 
the Craig-Elkins Line, consisted of something less than three 
hundred miles of two and three Inch pipe. (Mr. Archbold, 
Vol. 17, p. 3631.) At the time of the purchase of the Hold- 
ship & Irwin Refinery they owned an interest in a few miles 
of pipe in Butler County, consisting of fifteen or twenty miles 
of two inch pipe. This line was acquired. (J. D. Archbold, 
vol. 17, p. 3630). No other pipe lines have been acquired by 
Standard Oil interests since 1882. All the rest they have 
iuilt. 

4. The marketing business of the Standard Oil Co. as it 
exists today, is equally with the refining branch of the 
business and the pipe lines, a development of the business 
as it already existed in 1882. The part played in its de- 
velopment by acquisitions of outside interests has been 
very small. There have been great changes in the methods 
of conducting the business. Changes have been made in 
the corporate agencies through which the business is con- 
ducted in different localities, but substantially the domestic 
marketing business of today is the result of the natural growth 
of the business which existed at the time of the Trust Agree- 
ment in 1882. The marketing agencies in the New England 
States were in 1882 the Maverick Oil Co., the Beacon Oil Co. 
and the Portland Kerosene Oil Co. Their plants today are 
the main marketing stations of the Standard Oil Co. of New 
York. (Def. Exhibit 282, vol. 19, p. 673). In Kentucky, Ten- 
nesse, Louisiana, Mississippi, Alabama, Georgia, Florida, North 
Carolina, South Carolina, the Chess-Carley Co. was marketing 
oil as the agent of the Standard interests in 1882. Today its 
marketing facilities in North Carolina and South Carolina are 
utilized by the Standard Oil Co. (New Jersey) and in the other 
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States mentioned by the Standard Oil Co. (Kentucky). The 
new Waters-Pierce Oil Co. succeeded to the business -which the 
old Company was doing in 1882 in the Southwestern States. 
The Standard Oil Co. (of Ohio) the Standard Oil Co. (Indiana), 
the Standard Oil Co. (Nebraska), the Continental Oil Co. and 
the Standard Oil Co. (California) have succeeded to the busi- 
ness which in 1882 was done by the Consolidated Tank Line 
Co. and the Standard Oil Co. (of Ohio), in the northwestern 
States and in the States west of the Mississippi Biver. (Del 
Exhibits 282 & 271, vol. 19, pp. 673-633). 

The extension of the marketing facilities in the various 
States has revolutionized the marketing business. In 1882 the 
number of marketing stations operated by the Standard Oil in- 
terests was 130. (J. D. Archbold, vol. 17, p. 3242). These were 
located in the larger cities and towns. (J. D. Archbold, vol. 17, 
p. 3243). The trade was supplied largely through jobbers at 
the more important points and through general merchants 
at the smaller points. (J. D. Archbold, vol. 17, pp. 3242- 
3243). Jn 1888 the numher of stations had increased to SIS, 
and in 1906 to 3573. (J. D. Archbold, vol. 17, pp. 3242-3244 ; 
Def. Exhibits 263 & 264, vol. 19, pp. 622). These 3573 sta- 
tions are distributed throughout the United States, the num- 
ber in any locality depending upon the density of the popula- 
tion (J. D. Archbold, vol. 17, pp. 3243-3244). Almost without 
exception these stations are the creation of the Standard Oil 
interests (J. D. Archbold, vol. 17, p. 3243). In 1908, the total 
number of marketing stations operated by the Standard Oil 
interests, exclusive of the Waters-Pierce Co., was 3178. Of 
these stations 2552 had heen established subsequent to July, 
1890. Only 16 had been acquired from outside interests, all 
the rest being the creation of one or the other of the Standard 
Oil companies (Def. Exhibit 278, vol. 19, p. 664). 



SIXTH. Corporate organizations since the 
Trust Agreement of 1882. 

I. With veey few exceptions all op the companies whose 

STOCKS ARE NOW OWNED BY THE StANDAED OiL Co. (NeW JeRSEY) 
WERE EITHER AMONG THE COMPANIES NAMED IN THE TrDST AGREE- 
MENT OP 1882 OR HAVE SINCE THAT TIME BEEN ORGANIZED BY THE 
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TRUSTEES OF THE StANDAED OiL TeUST, OR BY ONE OE OTHBE 
OF THE StANDAED OiL COMPANIES, AND THEIR CAPITAL CONTEIB- 
, UTED OUT OF THE COMMON MONEYS OP THE OWNEES OF THE BUSI- 
NESS. In nearly all cases the properties held by these Com- 
panies WERE EITHER OWNED IN OR PRIOR TO 1882 BY ONE OR OTHER 

OF THE Companies named in the Teust Agreement of 1882 or 

HAVE since been CREATED BY THE OWNERS OF THE STANDARD OiL 

Companies. In the most notable instances the original 

CAPITAL OF the COMPANIES WAS PAID IN MONEYS AND PEOPEKTIES 
WHICH IN 1882 BELONGED TO THE STANDARD OiL CO. (OF OhIO). 

1. The greatest of the Standard Oil companies at the time 
of the Trust Agreement of 1882 was the Standard Oil Co. (of 
Ohio) (Pet. Exhibit 250, vol. 7, p. 423 ; Def. Exhibit 282, 
vol. 19, p. 678). Its assets were over $18,000,000. They in- 
cluded the Long Island Befinery and the Brooklyn refinery, 
the Empire yards in New York, the Bayonne refinery and the 
partially constructed Eagle works at Communipaw, N. J., all 
of the tank cars in use by Standard Oil interests, and the 
marketing stations in northern Ohio, Indiana and Illinois, in 
Wisconsin, Minnesota and the Eocky Mountain States, and in 
the Pacific Coast States. (Def. Exhibit 282, vol. 19, p. 678). 
The most important of the Standard Oil Companies now 
existing have been carved out of the Standard Oil Co. (of 
Ohio). 

(a) The Standard Oil Co. of New York and the Standard 
Oil Co. (New Jersey) were organized in 1882 by tlie Trustees 
of the Standard Oil Trust. The capital stock of the Standard 
Oil Co. (New Jersey) was $8,000,000. and the capital stock of 
the Standard Oil Co. of New York was $5,000,000. All of the 
stock of each company was issued to the Trustees of the 
Standard Oil Trust. (Def. Exhibit 271, vol. 19, p. 683). The 
entire capital of each company was paid to it in cash and 
property by the Standard Oil Co. (of Ohio). The Standard 
Oil Co. (of Ohio) conveyed to the Standard Oil Co. (New Jer- 
sey) real estate and improvements to the value of about 
$2,000,000. and paid the balance of the capital in cash. 
(J. D. Archbold, vol. 17, p. 3291). The real estate and 
construction consisted of the Bayonne refinery and 
the Eagle works at Communipaw. (Def. Exhibit 271, 
vol. 19, p. 633). To the Standard Oil Co. of New 
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York the Standard Oil Co. (of Ohio) conveyed real 
estate and construction of the aggregate value of about 
$2,500,000. and paid to it about $2,500,000 in cash. The real 
estate and improvements consisted of the Long Island works, 
the Brooklyn works, the Empire yards and other property in 
the State of New York. (J. D. Archbold, vol. 17, p. 3291- 
3292 ; Def. Exhibit 271, vol. 19, p. 633). 

(h) In 1891, the Standard Oil Co. (of Ohio) transferred all 
of its tank cars to the Union Tank Line upon the organization 
of that Company by the Trustees (Def. Exhibit 271, id). 

(c) Four great marketing companies were organized by the 
trustees of the Standard Oil Trust, the original assets of which 
either in whole or in great part consisted of properties 
which in 1882 were owned by the Standard Oil Co. (of Ohio), 
and were transferred by that Company to the new com- 
panies upon their organization. These four companies 
were the Standard Oil Co. (Minnesota), the Standard 
Oil Co. (Iowa), P. C. Hanford Oil Co. and the Conti- 
nental Oil Co. The entire stock of the Standard Oil Co. 
(Minnesota) was taken by the trustees at the time of 
the organization of that company, and marketing facilities 
owned by the Standard Oil Co. (of Ohio) were transferred to 
it. The trustees took the majority of the stock of the other 
three companies at the time of their organization, and trans- 
ferred to them the marketing properties of the Standard Oil 
Co. (of Ohio) in the States and Territories where they after- 
wards acted as the marketing agencies of the Standard Oil 
business. These four companies acted as the marketing 
agencies of the Standard Oil business in Northern Illinois. 
Wisconsin, Minnesota and in all of the States and 
Territories west of the Mississippi except in those 
districts where marketing facilities were afforded by 
the Waters-Pierce Oil Co. and the Consolidated Tank 
Line Co. (Def. Exhibits 272 & 271, vol. 19, pp. 644, 633) 
The Continental Oil Co. is still one of the great Standard Oil 
marketing companies ; the P. C. Hanford Oil Co. was suc- 
ceeded by the Standard Oil Co. (Illinois) ; and that Company 
and the Standard Oil Co. (Minnesota) have transferred their 
properties to the Standard Oil Co. (Indiana). The Standard 
Oil Co. (Iowa) has recently transferred its properties to the 
Standard Oil Co. (California) and is now in liquidation. 
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2. The greatest of the companies now owned by the Stand- 
ard Oil Co. (New Jersej'), aside from the companies that were 
owned at the time of the Trust Agreement of 1882, and the 
companies that were created out of the assets of the Standard 
Oil Co. (of Ohio), were originally organized by the Trustees of 
the Standard Oil Trust or by one of other of the Standard Oil 
companies, and their assets furnished and their properties 
created out of the common moneys of the owners of the 
Standard Oil business. 

(a) The Standard Oil Co. (Indiana) and the Solar Eefining 
Co. were organized by the Trustees of the Standard Oil Trust 
who took all of the capital stock at the time of the organiza- 
tion of the companies (Def. Exhibit 271, vol. 19, p. 633 ; J. D. 
Archbold, toI. 17, pp. 3282 and 3475-3476). The Solar Ee- 
fining Co. constructed the refinery at Lima, Ohio ; the Stand- 
ard Oil Co. (Indiana) constructed the refineries at TVhiting, 
Ind., and Sugar Creek, Mo., and at North Alton, 111. The 
Standard Oil Co. (Kansas) was originally organized by the 
Standard Oil Co. (Kentucky) which took all the original stock, 
and all of its stock was transferred or issued to the Standard 
Oil Co. (New Jersey). The Standard Oil Co. (Kansas) con- 
structed the refinery at Neodesha which it still owns and 
operates (J. D. Archbold, vol. 17, p. 3476; Def. Exhibit 271, 
vol. 19, p. 633). 

(bj All of the pipe line companies which have come into 
existence since 1882, excepting only the Orescent Pipe Line, 
were organized either by the Trustees of the Standard Oil 
Trust or by the National Transit Co. In every instance all of 
the stock was taken either by the National Transit Co. or by 
the Trustees of the Standard Oil Trust, and the capital was 
paid for in money, or by the conveyance of pipe lines already 
constructed by the National Transit Co. The New York 
Transit Co. was organized to take over the lines of the National 
Transit Co. in the State of New York. The Northern Pipe 
Line Co. and the Southwest Pennsylvania Pipe Lines were 
organized to take over from the National Transit Co. or to 
construct lines in northwestern Pennsylvania and in south- 
western Pennsylvania respectively. The Southern Pipe Line 
Co. was organized to construct the line from the West Virginia 
border through Pennsylvania to Millway and to Philadelphia. 
The Eureka Pipe Line was organized to construct lines in 
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West Virginia. The Macksburg Pipe Line, the Buckeye Pipe 
Line, the Cygnet Pipe Line and the Connecting Pipe Line 
Companies were organized to construct or to take over from 
the National Transit Co. lines in Ohio. The Indiana Pipe Line 
Co. Avas organized to take over from the National Transit Co. 
lines in Indiana. The Cumberland Pipe Line Co. was organ- 
ized to construct pipe lines in Kentucky (Def. Exs. 271 & 272). 

(c) The pipe lines owned by the producing companies, the 
Prairie Oil & Gas Co. and the Ohio Oil Co., are creations of 
the Standard Oil interests. The Prairie Oil & Gas Co. was 
organized by the National Transit Co. and all of its capital 
was contributed by that Company. The stock of the Ohio Oil 
Co. was purchased by the National Transit Co. in 1889 when 
it was a producing company and nothing more. In 1906 it 
constructed its system of private pipe lines in the Illinois field, 
(Def. Exhibits 271, 272 & 282, vol. 19, pp. 633, 644 & 673 : 
Chesebrough, vol. 3, p. 1403). 

(d) The great foreign marketing companies were all orig- 
inally organized either by the Trustees of the Standard Oil 
Trust or by one or other of the Standard Oil companies. The 
chief of these, and the only one which is made a party defend- 
ant to the action, is the Anglo-American Oil Co., which was 
organized by the Trustees of the Standard Oil Trust who sub- 
scribed for its entire stock. (Def. Exhibit 282, vol. 19, p. 673.) 

3. The only refining company which now plays a great part 
in the Standard Oil business, that was not owned by the 
Standard Oil interests prior to 1882 or subsequently organized 
by them, is the Standard Oil Co. (California). In 1900 the 
Standard Oil Co. (New Jersey) purchased the entire capital 
stock of the Pacific Coast Oil Co., paying therefor $761,000. (H. 
M. Tilford, vol. 17, p. 3494). The name of the Company was 
changed to the Standard Oil Co. (California). Its stock was 
increased from $1,000,000. to $17,000,000., the Standard Oil 
Co. (New Jersey) taking the entire increase of its stock. (Def. 
Exhibit 271, vol. 19, p. 633.) With the capital contributed by 
the Standard Oil Co. (New Jersey) the Company erected the 
great Eichmond refinery, the little refinery previously owned 
by the Pacific Coast Oil Co. being dismantled and abandoned. 
It constructed the hundreds of miles of pipe line through 
which crude oil is conveyed from the California fields to the 
Eichmond refinery. The properties acquired from the Pacific 
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Coast Oil Co. cannot be regarded even as a nucleus of the 
business of the Standard Oil Co. (California). (H. M. Tilford, 
vol.17, pp. 3491-3495 ; Def. Exhibits 271 and 273, vol. 19, pp. 
633 and 650). 

4. The only other companies that can be regarded as factors 
in the Standard Oil business are the producing companies. 
Aside from the Ohio Oil Co. and the Prairie Oil and Gas Co., the 
most important producing company now owned by the Standard 
Oil interests is the South Penn Oil Co. This Company was 
originally organized by the Trustees of the Standard Oil 
Trust. (Deft. Exhibit 271, vol. 19, p. 633). 

5. The properties of the companies now owned by the 
Standard Oil interests, in so far as they are the result of acqui- 
sitions from other companies, have come almost altogether 
from the companies which were owned by the companies 
named in the Trust Agreement of 1882, or from companies 
organized by the Standard Oil interests. 

(a) The conveyance by the Standard Oil Co. (of Ohio) to 
the Standard Oil Co. (New Jersey) and to the Standard Oil 
Co. of New York of their original plants has already been 
described. The additional plants now owned by the Standard 
Oil Co. (New Jersey) have been conveyed to it by the Balti- 
more United Oil Co. and the Camden Consolidated Oil Co. 
The additions to the manufacturing plant of the Standard Oil 
Co. of New York have come from Charles Pratt & Co., the 
Sone & Fleming Co. and the Devoe Manufacturing Co., the 
only plant derived from any company not owned in 1882 or 
organized by the Standard Oil Trustees being the plant of the 
Atlas Eefining Co., which the Trustees of the Standard Oil 
Trust had acquired in 1882. The manufacturing plants of the 
Atlantic Eefining Co. at Pittsburg and Franklin were conveyed 
to it by the Standard Oil Co.' Pittsburg and the Eclipse 
Lubricating Oil Co. respectively. The plant of the Vacuum 
Oil Co. at Olean came to it from the Acme Oil Co. through 
the Standard Oil Co. of New York. 

(/)) The nucleus of the marketing business of each of the 
present marketing companies in every district in which it now 
does business came directly from one of the companies named 
in the Trust Agreement of 1882, or came indirectly from 
such company through some intermediate company organ- 
ized by the Trustees of the Standard Oil Trust. (Def. 



Exhibits 271, 272 & 282; vol. 19, pp. 633, 644 & 673) 
The marketing properties of the Standard Oil Co. of New York 
in New England were derived directly from the Maverick Oil 
Co. and the Portland Kerosene Oil Co., and from the Beacon Oil 
Co. through the Maverick Oil Co. The marketing properties 
of the Standard Oil Co. (Indiana) have come to it through the 
Standard Oil Co. (of Ohio) directly or through the P. C. Han- 
ford Oil Co. and the Standard Oil Co. (Minnesota) or from the 
Consohdated Tank Line Co. The marketing properties of the 
Standard Oil Co. (Nebraska) have come to it from the Consoli- 
dated Tank Line Co. through the Standard Oil Co. (Indiana) ; 
those of the Standard Oil Co. (Kentucky) have come directly 
from the Chess-Carley Co. ; those of the Standard Oil Co. 
(California) have come to it from the Standard Oil Co. (of Ohio) 
through the Standard Oil Co. (Iowa). 

6. Many of the existing companies have been organized 
directly by the Standard Oil Co. (New Jersey) their entire 
stock being contributed by that Company ; e. g. the Colonial 
Oil Co., the Interstate Cooperage Co. The Standard Oil Co. 
(New Jersey) since 1899 has subscribed for additional stock in 
various of the other companies, and through such contribu- 
tions has directly contributed a great part of their capital ; e. 
g., it has subscribed for and taken $8,000,000 additional capital 
stock of the Standard Oil Co. of New York, it took the entire 
increase in the stock of the Vacuum Oil Co. from $25,000 to 
$2,500,000, and has subsciibed for the additional stock of the 
Pacific Coast Oil Co. (the Standard Oil Co. of California) upon 
the increase of the stock of that Company from $1,000,000 to 
$17,000,000. 

7. Defendants' Exhibit 271, (vol. 19, pp. 633 to 643), shows 
in detail the origin of each of the companies now owned by the 
Standard Oil Company (New Jersey) or any other Standard Oil 
company, and the source from which it derived its properties. 
Defendants' Exhibit 282, (vol. 19, pp. 673 to 681), shows all the 
essential facts in reference to each of the companies named 
in the Trust Agreement of 1882 and the ultimate disposition 
made of their properties. Defendants' Exhibit 272 (vol. 19, 
pp. 644-649) and Defendants' Exhibit 273 (vol. 19, p. 650) 
show the essential facts in respect to every other company in 
which the Standard Oil Trustees or any of the Stand- 
ard Oil Companies have at any time had an interest. 
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To these Exhibits the Court is respectively referred for 
the detailed information of the various companies now or 
heretofore owned by the Standard Oil interests. 

SEVENTH. The properties owned at the 
time of the passage of the Sherman Act and the 
properties noiir owned. 

I. At the time of the passage of the Sheeman Act all of 

THE ESSENTIAL FACTOES OP THE STANDARD OiL BUSINESS AS IT 

exists to-day weee held by the trustees of the standard oil 
Trust foe the common benefit of the holders of the Stand- 
AED Oil Trust certificates. 

Petitioner's Exhibits 1 (vol. 7, p. 3) and 11 (vol. 7, p. 33) 
show all the companies in which the Standard Oil Co. (New 
Jersey) owns stock either directly or indirectly through its 
ownership in the stock of other companies. Defendants' Ex- 
hibit 274 (vol. 19, p. 652) shows the interests held by the 
Standard Oil Trustees on July 1, 1890. 

The following table shows the principal companies, in 
which stock is now owned by the Standard Oil interests ; the 
total capital stock and the proportion owned ; the correspond- 
ing companies in which stock was owned July 1, 1890; the 
amount of their capital and the proportion owned ; and the 
origin of companies that have since been acquired. All in- 
creases of stock have been taken by the Standard Oil Trustees 
or one or other of the Standard Oil Companies. (See next 
page). 
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The only important changes in the Standard Oil business 
as it existed on July 1, 1890, and as it exists to-day, aside 
from the changes due to growth, development and expansion, 
are the changes in the forms of the organizations through 
which the business as a whole and its different branches are 
carried on. 



EIGHTH. Issnes of Trust Certificates. 

I. The issues op tbust certificates subsequent to the 

ORIGINAL ISSUE OE SEVENTY MILLION WERE OF SMALL IMPORTANCE 
SO FAR AS THE ISSUES IN THE PRESENT CASE ARE CONCERNED. 

The total amount of such issues was $27,250,000 par value 
of trust certificates ; out of this amount over $15,000,000 
were issued as a stock dividend. Of the balance a consider- 
able proportion was issued in the acquisition of the minority 
interests in companies named in the Trust Agreement. Most 
of the balance was issued in the acquisition of producing 
properties which were vested in one or other of the producing 
companies organized or owned by the trustees. Relatively 
very little was issued in the acquisition of refining, marketing 
or pipe line properties. The total amount of certificates issued 
up to and including 1892 was $97,250,000. (Pet. Ex. 250, vol. 
7, pp. 423-7). 



NINTH. Dissolution of the Trust; Common 
Ownership not affected. 

I. The OWNERSHIP op the Standard Oil business and op all 
ITS constituent factors has been continuous and was not 

AFFECTED BY THE DISSOLUTION OF THE TRUST IN 1892. ThE 
stocks OF MANY OF THE IMPORTANT COMPANIES HELD BY THE 
TRUSTEES PRIOR TO THE DISSOLUTION OF THE TBUST PASSED IMME- 
DIATELY PROM THEM TO THE STANDARD OiL Co. (NeW JeRSEYJ 

and have since been continuously held by that company. 
All of the stocks that had been held by the trcjstees, or 
the properties which such stocks represent, were vested in 
one or other of twenty companies, most of which had been 

ORIGINALLY ORGANIZED BY THE TRUSTEES. ThE STOCKHOLDERS IN 
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EACH OF THESE TWENTY COMPANIES WERE IDENTICAL EBOM THE 
TIME OP THE DISSOLUTION OF THE TBU8T UNTIL ALL OP THE COM- 
PANIES WEBE ACQUIEED BY THE StANDAED OiL Co. (NeW JeBSEY), 
AND EACH 8T0CKH0LDEE AT ALL TIMES HELD THE SAME PBOPOE- 
TIONATE INTEBEST IN EACH OF THE TWENTY COMPANIES. ThE 
BUSINESS WAS A UNITY AND INDIVISIBLE. It COULD MAKE NO DIF- 
FEKENCE WHETHER THE INTEBEST OF A SHAREHOLDER WAS EEPEE- 
SENTED BY ONE CEETIFICATE OE TWENTY CEETIFICATES, 

1. On March 2, 1892, a judgment was rendered in a suit 
brought in the Supreme Court of Ohio by the State of Ohio 
on the relation of the Attorney General, against the Standard 
Oil Co. (of Ohio), after hearing upon Bill and Answer. This 
decision rendered it inadvisable to continue the form of 
organization provided by the Trust Agreement for the manage- 
ment of the common properties. The certificate holders there- 
upon adopted the resolution set forth on pages 64-5 of the 
Government's Bill of Complaint, providing for the dissolution 
of the Trust. This resolution was adopted pursuant to Article 
21st of the Trust Agreement. 

Up to the time of the adoption of the resolution for the dis- 
solution of the Trust in 1892, many of the companies named in 
the Trust Agreement, and most of those organized or acquired 
subsequent to the formation of the Trust, had continued as 
separate corporate organizations. At that time a great many 
of these organizations which no longer served any particular 
purpose were dissolved. The chief refining and marketing 
properties in New York and New England were vested in the 
Standard Oil Company of New York. The refineries in New 
Jersey, Maryland, West Virginia, and the marketing stations 
owned by the companies that had theretofore operated in these 
states, were vested in the Standard Oil Co. (New Jersey). The 
Atlantic Eefining Co. took over the refining properties in Penn- 
sylvania, other than the Galena and the Signal Oil Works. 
The marketing stations of the Consolidated Tank Line Co. 
went to the Standard Oil Co. (Kentucky). The marketing 
stations of the Standard Oil Co. (Illinois) and those of the 
Standard Oil Co. (Minnesota) were transferred to the Standard 
Oil Co. (Indiana). Through these changes the Sone & Flem- 
ing Co., Charles Pratt & Co., the Devoe Manfg. Co., Baltimore 
United Oil Co., Camden Consolidated Oil Co., Standard Oil 
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Co. Pittsburg, Eclipse Lubricating Oil Co., Imperial Eefining 
Co., Acme Oil Co. of New York, Acme Oil Co. of Penna., 
Thompson & Bedford Co., Maverick Oil Co., Portland Kero- 
sene Oil Co. and Consolidated Tank Line Co., all of 
which were among the important companies named in 
the Trust Agreement, went out of existence. A number 
of companies that had been organized or acquired after 
the Trust, e. g., the Atlas Eefining Co., The Stand- 
ard Oil Co. of Illinois ; the Standard Oil Co. of 
Minnesota, also disappeared. The various producing com- 
panies were, for the most part, consolidated with the 
Porest Oil Co., the South Penn Oil Co. or the Ohio Oil 
Co. All of the Ohio pipe lines were vested in the Buckeye 
Pipe Line Company (Def. Exs. 271, 272 & 282, vol. 19, pp. 
633, 644 & 673 ; Pet. Exs. 253, 254 & 255, vol. 7, pp. 446, 
451 & 452). 

2. The stocks of a number of important companies that had 
been held by the trustees were transferred directly to the 
Standard Oil Company (New Jersey) and have ever since been 
held by that Company. Among the stocks that have been so held 
in continuous ownership by the Standard Oil Co. (New Jersey) 
are the Chesebrough Manufacturing Company, Continental Oil 
Company, Galena Oil "Works, Limited, Signal Oil Works, 
Limited, Standard Oil Company (Iowa), Vacuum Oil Com- 
pany and the Waters-Pierce Oil Company (Pet. Ex. 253, vol. 
7, p. 448). 

3. The changes effected in the companies about the time of 
of the resolution for the dissolution of the Trust left in the 
hands of the Trustees stocks of the following companies : 

Anglo-American Oil Co. Ltd. 

Atlantic Eefining Co. 

Buckeye Pipe Line Co. 

Eureka Pipe Line Co. 

Forest Oil Co. 

Indiana Pipe Line Co. 

National Transit Co. 

New York Transit Co. 

Northern Pipe Line Co. 

Northwestern Ohio Natural Gas Co. 

Ohio Oil Co. 

Solar Eefining Co. 
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Southern Pipe Line Co. 

South Penn Oil Co. 

Standard Oil Co. (New Jersey) 

Standard Oil Co. (Indiana) 

Standard Oil Co. (Kentucky) 

Standard Oil Co. of New York 

Standard Oil Co. (of Ohio) 

Union Tank Line Co. 

Of these twenty companies, only three antedate the Trust 
Agreement of 1882, to wit, the Standard Oil Co. (of Ohio) 
itself, the Atlantic Refining Co., all the stock of which had 
been held for the benefit of the Standard Oil stockholders 
since 1874, and the National Transit Co,, which had been 
organized by Standard Oil interests. Of the remaining seven- 
teen companies, six were pipe line companies, all of which had 
been organized and their properties created by Standard Oil 
interests for the common benefit of the certificate holders. 
The Anglo-American Oil Co., Ltd., the Solar Eefining Co., the 
Standard Oil Co. (Indiana), the Standard Oil Co. (Kentucky), 
the Standard Oil Co. (New Jersey), the Standard Oil Co. of 
New York and the Union Tank Line had all been organized by 
the Standard Oil trustees, and no one else had ever held any of 
their stock. Their capital had been paid for with the com- 
mon moneys of the holders of the trust certificates, or with the 
properties of companies whose stocks were held by the 
trustees for their account. The South Penn Oil Co., the Ohio 
Oil Co. and the Forest Oil Co. were producing companies. 
The first had been originally organized by the Standard Oil 
trustees, and a large part of the properties of the others had been 
conveyed to them by companies organized by the Standard Oil 
trustees. The only one of the twenty companies of which the 
Standard Oil trustees did not own the entire stock was the 
Northwestern Ohio Natural Gas. Co. (Def. Exhibits 271 & 272, 
vol. 19, pp. 643-4). Stocks o"f these twenty companies 
were the stocks to be distributed among the holders of Stand- 
ard Oil Trust certicates, pursuant to the resolution of March, 
1892. 

4. The Trustees to liquidate the Standard Oil Trust named 
in the resolution of March, 1892, notified all the certificate 
holders of the proposed distribution of stocks and requested 
them to submit their trust certificates for exchange into the 
stock of the twenty companies. (J. D. Arohbold, vol. 17, p. 
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3384). Several of the larger holders of certificates at once 
made the exchange, receiving shares and fractional shares in 
each of the several companies, bearing in each case the same 
proportion to the amount of stocks in those companies held 
by trustees that the trust certificates previously held by them 
had borne to the total amount of the trust certificates out- 
standing. The smaller certificate holders showed great reluc- 
tance about making the exchange. (J. D. Archbold, vol. 17, 
pp. 3384-5). Mr. Kockefeller, speaking of the slowness of the 
certificate holders in exchanging their certificates for stock. 



" I think many of them, most of them, perhaps — as 
to the proportion, I could not say — retained their in- 
terest for quite a long time after 1892. Some of us 
proceeded at once. We could not compel them to sur- 
render their interests, and they did retain their interests 
for a considerable period of time, how long I do not 
know. They were not in the constituent companies ; 
they were yet holding these trust certificates, * * * 
and with those evidences of legal ownership they got 
their interests in the constituent companies." (Vol. 16, 
p. 3194.) 

5. The unity of the business was universally recognized. 
Stocks in the separate companies had no recognized value, 
and were not bought or sold except as part of the group of 
stocks together representing an interest in the business as a 
whole. The common ownership was necessarily recognized in 
the conduct of the business of the separate companies and the 
entire business carried on with a view to the interests of the 
common owners. 

Mr. Archbold testifies : 

" Q. Well, as a matter of fact, from 1892 to_1899, 
were there a great many of the smaller certificate 
holders who did not transfer their trustees' certificates 
for assignments of legal interests ? A. They were very 
slow, indeed, to do so. The trust certificate had a 
value, not only in a marketable way, but as a collateral 
security, which they felt would not or might not attach 
to the separate or segregated interests, and they were 
exceeding loath, as I say, to make the transfer, and it 
was a question of a long time and of special effort to 
secure the transfer. 
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" Q. Do you happen to remember whether during 
that period there were any transfers of these assign- 
ments of legal interest ? A. There were such transfers. 

" Q. These smaller certificate holders, in the event 
of a transfer of their trustees' certificate for an assign- 
ment of legal interest, did they thereafter take their 
assignments of legal interest and get therefor stocks 
in the then twenty companies, or did they continue to 
hold the assignment of legal interest ? A. Many of 
them continued to hold the assignments of legal in- 
terest. It would have been almost ah impossibility for 
them to have divided their trust certificates, a small 
trust certificate, into the shares of the different com- 
panies. It would have resulted in so small a fraction in 
the shares of the difi"erent companies that it would have 
had no market value, no value to which they could have 
attached a market transaction in any way. 

" Q. So that as a matter of fact it is true, is it not,, 
that, with the exception of the principal certificate 
holders, the great body of certificate holders received 
merely assignments of legal interest for their trust cer- 
tificates, and thereafter carried their assignments of 
legal interest instead of converting the same into stocks 
of those twenty companies, and a great many in addi- 
tion to that, during that period, actually retained 
throughout the entire period their trust certificates 
without exchanging them for assignments of legal in- 
terest ? A. They did follow both courses. 

" Q. Had the trust certificates during the period 
of the trust a recognized market value, and were they 
traded in on the market ? A. They were traded in cur- 
rently on the market. 

Q. Please state whether or not from 1892 to 1899 
there was any trading in the stocks of the twenty com- 
panies or any of them ? A. I do not recall that there 
was any such trading. If there was — and, as I say, I 
do not recall — it was in the group of stocks as a whole, 
so that the entity was preserved, the ownership as a 
whole, the assignment as a whole. 

Q. Was there any market value, any known market 
value that attached to the stock of any of the individual 
companies during that period ? A. There was not. 

Q. As a matter of fact, had the stocks of any of 
these twenty companies ever been on the market as 
marketable securities at any time between 1882 and 
1899? A. They had not. They were recognized as 
parts of a whole, and the value oi any individual stock 
or that of any single company was not known or recog- 
nized, had no place in the market. 
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Q. Take, for example, the stock of the Standard Oil 
Company of New York. That company, as already 
appears on the record, was organized by the trustees in 
1882. "Who took all that stock at the time of the organ- 
ization ? A. The trustees. 

Q. It was never on the market in any way at all, 
was it ? A. It was not. 

Q. And is that also true of the stock of the Standard 
Oil Co. of New Jersey ? A. It was true of the Standard 
Oil Company of New Jersey. 

Q. And of the Standard Oil Company of Indiana ? 
A. Yes. 

Q. And of the various other companies that were 
created and organized by the trustees during the trust 
period ? A. That is true." (Vol. 17, pp. 3292-3294). 

Mr. Rockefeller says : 

" These corporations were being stimulated, each of 

them, in evei-y way that would produce the minimum of 

cost in their manufacture, and in every way to do their 

business the best that could be done. These interests 

of these different companies were all owned by the same 

people (J. D. Eockeffeller, vol. 16, p. 3189). 

******* 

Before any dissolution of the trust, the people who 
were the shareholders in the trust owned all these differ- 
ent properties. * * * Those who transferred their 
interests from the trust into these constituent com- 
panies preserved the same relation that they had sus- 
tained before in the ownership of these properties. 
Those who had not yet transferred, those who were 
from time to time transferring, yet preserved their same 
proportionate relation in all these properties. * * * 
The same people, in the same relations, continued. 
(J. D. Eockefeller, vol. 16, p. 3190.) * * * 

After the dissolution, as I have already stated, the 
election of the different companies was by this stock, and 
the administration of its affairs, its particular affairs, and 
the matter of the sale of its products was made as be- 
fore, I suppose. Of course, in the matter of the dis- 
tribution of these products I have not been concerned 
or interested or taken any part for long years ; but let 
us take, for example, the Standard Oil Company of 
Ohio, of which I had been the president. As a practical 
question what would be done, I suppose, would be 
that the Standard Oil Company of Ohio would supply 
the trade which it could supply to the best advantage 
* * * and it would be just the thing that was the 
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natural thing to do in that regard. These properties 
were all of the one ownership * * *. I mean that 
these people who had not returned their certificates and 
taken their interests in the constituent companies yet 
held the original trust certificates, and that was their 
evidence of their interest in the business ; that relation 
was not changed. (J. D. Kockefeller, vol. 16, p. 3192) 
* * *- I suppose that as a matter of fact these com- 
panies, all being owned by the same people, would not 
be managing their separate businesses except in the 
way that would be the most productive for all the 
separate businesses. (J. T>. Rockefeller, vol. 16, p. 
3193). * * * The control of those different com- 
panies in each case was, as I have stated, by the stock 
holdings, and those companies were then, as now, in 
this common ownership. * * * There was no 
change of interest of the parties concerned ; that is, 
every man had just the precise proportion of all this 
business that he had had before, and so fast as these 
trust certificates were cancelled, then, instead of having 
one certificate to represent that precise interest, he had 
an interest in each one of those companies. (J. D. 
(Eockefeller, vol. 16, p. 3194)." 

The same ofiScers and directors who had been in charge of 
the affairs of the separate companies in the main continued 
to act as officers and directors of those companies (Def. Exs. 
279, vol. 19, pp. 666-670 ; J. D. Archbold, vol. 17, p. 3294) 
There was no change in the situation that existed prior to the 
trust except that the directors of the separate companies were 
elected directly by the parties in interest instead of by trustees 
acting for their account (J. D. Eockefeller, vol. 16, pp. 
3187-9). 

At all times between the resolution for the dissolution of 
the Trust and the acquisition of the stocks in the other com- 
panies hy the Standard Oil Company (New Jersey), each 
stockholder in the Standard Oil Company (New Jersey) held 
exactly the same proportionate interest in each of the other 
companies (leaving out of consideration the Northwestern 
Ohio Natural Gas Company) that he afterward held in the 
Standard Oil Company (New Jersey), and in so far as the 
stocks were still in the hands of the Trustees to liquidate, they 
also, as representatives of the stockholders who had not ex- 
changed their slocks, held the same proportionate interest in 
each of the companies. As to the Northwestern Ohio Natural 
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Gas Company, the same statement holds true with the qualifi- 
cation that the proportions are applicable not to the entire 
stock of the company, but to that part of it which, at the 
time of the dissolution of the Trust, had been held by the 
Trustees. 



TENTH. Upon the acquisition of the stocks 
of all the companies by the Standard Oil Com- 
pany (New Jersey) each shareholder in the twenty 
companies became a shareholder in the Standard 
Oil Co. (New Jersey) in the same proportion in 
which he had held stock in each of the twenty 
Companies or in which stock therein had been 
held for his account by the Trustees. 

In 1899 the stock of the Standard Oil Company (New Jer- 
sey) was increased from 110,000,000, divided into 100,000 
shares, to $110,000,000, divided into 100,000 shares preferred 
stock, and of 1,000,000 shares of common stock. The out- 
standing stock was to be treated as preferred stock. 

On June 19, 1899, the following resolution was adopted by 
the Board of Directors of the Standard Oil Co. (New Jersey). 
(Pratt, vol. 1, pp. 83-4) : 

" The president or one of the vice-presidents and the 
treasurer or one of the assistant treasurers, be and are hereby 
authorized to issue certificates of common stock of this com- 
pany and deliver the same, in purchase of the stocks of the 
following companies, at the rate of one share of common stock 
of this company for the following fractional shares, to wit : 

Anglo-American Oil Company, Ltd 26,000/972,500 

The Atlantic Eefining Company 50,000/972,500 

The Buckeye Pipe Line Co 200,000/972,500 

Eureka Pipe Line Company 50,000/972,500 

Forest Oil Company .._ 55,000/972,500 

Indiana Pipe Line Co... 20,000/972,500 

National Transit Company 509,104/972,500 

New York Transit Company 50,000/972,500 

Northern Pipe Line Company. 10,000/972,500 

The Northwestern Ohio Nat. Gas Co 32,785/972,500 

Ohio Oil Company 80,000/972,500 

The Solar Refining Co 5,000/972,500 
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Southern Pipe Line Co 50,000/972,500 

South Penn Oil Co 25,000/972,500 

Standard Oil Co. of Indiana 10,000/972,500 

Standard Oil Co. of Kentucky 10,000/972^500 

Standard Oil Co. of N. J. preferred stock __. 100,000/972,500 

Standard Oil Co. of N. Y 70,000/972,500 

Standard Oil Co. of Ohio 35,000/972,500 

Union Tank Line Company . 35,000/972,500" 

Common stock of the Standard Oil Company (New Jersey) 
was issued to an amount exactly equal to the amount of 
trust certificates outstanding at the time of the dissolution 
of the Trust. The actual exchanges of stock are set out in 
detail in Defendants' Exhibit 388 (vol. 19, p. 894). Few of the 
smaller holders of trust certificates exchanged their certificates 
for stock in the twenty companies. The total number of stock- 
holders in the separate companies never exceeded one hundred 
(Def. Ex. 388, vol. 19, p. 894). In June, 1899, there were still 
outstanding unexchanged over 300,000 shares of trust certifi- 
cates (Pet. Ex. 250, vol. 7, pp. 427-429). 

After the adoption of the resolution of June 19, 1899, 
a method was devised to enable the small certificate holders 
to obtain the benefit of the resolution without going to the 
trouble of actually themselves obtaining the stocks to which 
their trust certificates entitled them and which, under the 
terms of the resolution, they had to have in order to obtain 
common stock of the Standard Oil Co. (New Jersey). This 
method is described on p. 3665, vol. 17, of the record. 

In the first instance shares of the Standard Oil Co. (New 
Jersey) were issued to both Mr. Eockefeller and Mr. Flagler 
and the shares owned by them respectively in the twenty 
companies. In 1899 and afterwards various holders of trust 
certificates in relatively small amounts, to avoid the inconve- 
nience to them of converting such certificates into shares or 
fractional shares of the twenty companies for the purpose of 
transferring such shares or fractional shares to the Standard 
Oil Co. (New Jersey) transferred their trust certificates to 
Mr. Eockefeller or Mr. Flagler, g,nd received for them shares 
of the Standard Oil Co. (New Jersey) owned by Mr. Eocke- 
feller or by Mr. Flagler, as the case might be. Mr. Eocke- 
feller and Mr. Flagler later converted the certificates so 
transferred by them into the shares of the twenty companies, 
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and then transferred tliose shares to the Standard Oil Co. 
(New Jersey) for its shares. The exchange of stocks was 
substantially completed in 1900 (Def. Ex. 388, vol. 19, opp. 
p. 894). 

Each holder of stock in each of the twenty companies received 
the same proportian of the common stock of the Standard Oil 
Go. (New Jersey) that he had theretofore held in the stock of 
each of the twenty companies distributed hy the Trustees. 



£Ii£V£NTH. Uot only are the owners of the 
Standard Oil business whose respective interests 
are now represented by their holdings in the 
stock of the Standard Oil Co. (New Jersey) col- 
lectively the same body virho have o'wned the 
Standard Oil business from its inception, but 
the great majority in interest are the individ- 
uals w^ho originated the business and those w^ho 
became associated 'with them in the earlier 
stages of its development, j, 

The total capital stock of the Standard Oil Co. 

(New Jersey) is divided into 983,383 shares 

The surviving members of the firm of Eocke- 

feller, Flagler & Andrews own 289,892 shares 

The original stockholders of the Standard Oil 
Co. (of Ohio), their estates and representa- 
tives own 420,189 shares 

The stockholders of the Standard Oil Co. (of 
Ohio) prior to the last increase of stock in 
that Company, in 1875, own 468,297 shares 

The signers of the Vilas, Keith & Chester 
Agreement of April 8, 1879, their estates and 
representatives own 629,513 shares 

The signers of the trust agreement of 1882, 

their estates and representatives own 632,997 shares 

(Def. Ex. 1, vol. 18, pp. 1-90 ; Def. Ex. 387, vol. 19, p. 890 ; 
Def. Ex. 257, vol. 19, p. 618.) 
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TWELFTH. The chief factors in the snccess of 
the Standard Oil business. 

(a) The owners of the Standard Oil iusiness were the first 
to adopt the policy of conducting business on an extensive scale 
with abundant capital, and applied this policy to the conduct of 
a iusiness in which the conditions peculiarly demanded the em- 
ployment of abundant capital and extensive operations for its 
successful development. 

The fact that the stockholders of the Standard Oil Com- 
pany from the beginning were keenly alive to the advantages 
to be derived from extending and diversifying their business 
and to the constant need for abundant capital, is established 
by the story already told of the extension and development of 
the Standard Oil business. That a business conducted on an 
extensive scale and with abundant capital has great legitimate 
advantages cannot be called in question. That the stockhold- 
ers of the Standard Oil Company were the first clearly to 
appreciate this principle and to put it in practice will not be 
disputed. 

The original capital of *he Standard Oil Company (of Ohio) 
was probably much larger than that of any other corporation 
engaged in the petroleum industry (J. D. Rockefeller, vol. 16, p. 
3059). Subsequent to the organization of the company the 
amount of its capital was rapidly increased. At the time of 
the Trust Agreement the companies named in that Agreement 
had over $23,000,000 in general merchandise, cash and crude 
oil (J. D. Archbold, vol. 17, p. 3259). The extent to which 
profits have been retained in the business subsequent to the 
Trust Agreement is sufiSciently shown by the balance sheets of 
the Standard Oil Co. (New Jersey) (Pet. Ex. 2-9, vol. 7 ; pp. 
6-31). 

The conditions peculiar to the oil industry demanded great 
capital and wide extension and diversification of the business 
in order to insure its success. Of these peculiar conditions 
the most important is the dependence of the industry upon a 
supply of crude oil and the uncertainty of the supply where 
reliance has to be placed on a single field or limited territory. 
Another is the necessity for a wide distribution of the products 
of the refineries, requiring the establishment of refineries 
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at different distributing centers, and an extensive market- 
ing system. Still another is the hazard of fire which is 
minimized by the multiplication of plants but becomes a con- 
sideration of the greatest moment if the whole investment is 
likely to be wiped out by a single fire. 

It will be shown in subsequent paragraphs that the em- 
ployment of a large capital and the extension of the business 
are necessary to meet the first two of these conditions. That 
it tends to minimize the third is sufficiently apparent. To 
show the importance of the element of fire hazard in the 
petroleum business where the whole enterprise is at the risk 
of a single fire, it may be stated that all the great plants of the 
Acme Oil Company and the Keystone Refining Company were 
wiped out by a single fire (J. D. Archbold, vol. 17, p. 3343). Mr. 
Rockefeller says (vol. 16, p. 3114) : 

" In the first place, since the construction of our first 
refinery, nearly fifty years ago, we have been prepared 
at any moment, day or night, to hear the fire alarm. We 
are dealing with a very explosive product, from the 
crude oil itself and the very first product of the distil- 
lation. Fires are constantly occurring resulting in the 
destruction of the properties. A process of destruction 
has been going on since the beginning." 
(See also Burton, volume 16, p. 2643). 

(5) They have been ready at all times to spend whatever 
amounts they considered that the prosperity of the business de- 
manded, and have incurred ivhat toere apparently great risks, 
acting on their judgment of the requirements of the industry and 
belief in the ultimate success of their undertakings. 

The amounts which they have expended in the construc- 
tion of their refining plants have amounted to more than 
$40,000,000 since 1882 (Del Ex. 269, vol. 19, p. 627 ; J. D. Arch- 
bold, vol. 17, p. 3253). The amounts expended in the construc- 
tion of pipe lines has been in the neighborhood of $50,000,000, 
exclusive of the pipe lines of the Cumberland Pipe Line Com- 
pany, The Prarie Oil & Gas Company, Ohio Oil Co., Standard 
Oil Company of California and the Crescent Pipe Line Com- 
pany (Pet. Ex. m, vol. 7, p. 164 ; Pet. Ex. 74, vol. 7, p. 172 ; 
Pet^Ex. 82, vol. 7, p. 180; Pet. Ex. 91, vol. 7, p. 189 ; Pet. 
Ex. 99, vol. 7, p. 197 ; Pet. Ex. 100, vol. 7, p. 198 ; Pet. Ex. 
108, p. 206) ; Pet. Ex. 116, p. 232). More than $16,000,000 
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have been invested since 1900 ia the establishment of the refin- 
ing business in California ; with the refining plants, pipe lines, 
steamships, tankage and reserves of crude oil deemed neces- 
sary to insure success. The amounts constantly kept in- 
vested in crude oil carried in storage have been enor- 
mous. Some idea of the amounts can be gathered from the 
fact that over 85,000,000 barrels of crude oil are now carried 
in storage (J. D. Archbold, vol. 17, p. 3239). The thousands of 
marketing stations created by the Standard Oil interest since 
1882 have been previously mentioned. The smaller stations vary 
in cost from $1,000 to $20,000 (H. M. Tilford, vol. 17, p. 3489). 
In the larger cities the equipment of a station sometimes cost 
as much as $150,000 to $200,000 (Moffett, vol. 3, p. 1143). 
Expenditures have been made on the same scale in establish- 
ing the marketing system in foreign countries. The plant of 
the Anglo-American Oil Company, Ltd., in Great Britain, in- 
eluding its steamships and sailing vessels, has cost over 
$7,000,000 (Pet. Ex. 261, vol. 7, p. 490). The investments of 
the other foreign companies have been on a corresponding 
scale (Pet. Ex. 12-A, vol. 7, p. 36, Pet. Ex. 305 & 312, vol. 8, p. 
p. 650 & 662). 

The risks which have been taken for the general good of 
the business will be best illustrated by the account hereafter 
given of the construction of pipe lines to new fields and the 
construction of storage tanks and the purchase and storage of 
surplus oil when the failure of the fields would mean the loss 
of the investment in the pipe lines, and if the production of 
the fields continued without diminution a great decline in the 
value of the stored oil would be certain. The most striking 
single instance, however, of the farsightedness of those inter- 
ested in the Standard Oil business in taking risks which they 
deemed to be justified by the importance of the object aimed 
at, is afforded by the history of their dealings with Lima crude 
oil and the construction of the refineries at Lima, Ohio, and 
Whiting, Lidiana. 

When Lima oil was discovered it was not refinable by any 
process then known (Burton, vol. 16, pp. 2632-4). It was sold 
only for fuel and sold as low as 15c. per barrel (Burton, vol. 
16, p. 2643). The Standard Oil Trustees at once organized 
the Buckeye Pipe Line Company and constructed pipe lines in 
the Lima field (Def. Ex. 271). The Standard Oil Companies 
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purchased all the Lima oil that was offered to them 
(J. D. Archbold, vol. 17, p. 3425). In 1888 their storage tanks 
held over 10,000,000 barrels and in 1890 over 20,000,000 
barrels (Def. Ex. 289). It was not until 1890 that a 
process for refining Lima crude oil was developed to a 
point where it could be practically applied, and this process 
was not finally perfected until two or three years later 
(Burton, vol. 16, pp. 2635-6). The Standard Oil trustees, 
however, meanwhile, on the chance that their efforts to 
successfully overcome the di£Sculties presented by the 
Lima crude would be successful, had constructed the re- 
finery at Lima and the great refinery at Whiting, 
Indiana. Even before the construction of the latter re- 
finery a pipe line from Lima to Chicago had been 
completed. Mr. Archbold says in reference to the purchases of 
Ohio crude, (vol. 17, p. 3424) : 

" We did buy it, and it was another case of the far- 
sightedness of the Standard Oil interests with reference 
to the possibilities of the trade. We were willing to 
take that chance." 

He says again in respect to the construction of the refinery 
at Whiting (vol. 17, p. 3425) : 

" We started a refinery at Whiting in the hope that 
we would be able to refine it and failing to be able to 
make illuminating oil, we expected to take off the light 
portions from the crude and market the products in a 
divided way, as fuel and naphtha." 

(c) They have recognized the dependence of the petroleum in- 
dustry on a continued supply of crude oil and the precariousness 
of the supply from any particular field, and have, regardless of 
expense, sought to reach, conserve and he in a position to utilize 
crude oil wherever obtainable. 

The dependence of the oil industry upon a supply of crude 
oil and the precariousness of the supply from any particular 
field import into the business the great element of hazard that 
is peculiar to it and are the elements in the business that 
necessitate the constant expenditure of great amounts of capi- 
tal if the business is to be permanent and successful. The 
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wisdom and ability shown by the managers of the Standard 
Oil Companies in recognizing the hazard and in taking adequate 
steps to minimize it have been perhaps the chief factor in the 
permanent success of the business, and the one which has en- 
abled them to keep their original lead over all competitors. 

The nature of the problem can be best shown by recalling 
a few of the facts that have already been referred to. 

In 1882 the oil fields of Pennsylvania and New York were 
the only fields known to exist. The output of oil in that year 
reached more than 30,000,000 barrels but there was grave and 
general apprehension, apparently well-founded, that within 
a very few years the fields would be exhausted and the petro- 
leum industry would come to an end. (See ante, p. 12). The 
production of Pennsylvania and New York has in fact declined 
until it is only a fraction of what it was in 1882 (Def . Ex. 265, 
vol. 19, p. 624). In 1882 the consumption of the refineries of 
the Standard Oil Company was already 16,500,000 barrels a 
year. The total output of the New York and Pennsylvania 
fields in 1905 was only 12,000,000 barrels and to-day would 
not be sufiicient to supply the requirements of the Bayonne 
refinery of the Standard Oil Company {id., Def. Ex. 269, p. 
627). The territory that is now known under the general 
name of the Pennsylvania field includes not only New York 
and Pennsylvania, but also the fields of West Virginia and 
Southeastern Ohio. To-day the 136,000 oil wells in this en- 
tire field produce only 58,000 barrels of oil a day (Emery, vol. 
6, p. 2744). If it were all available for use by the Standard 
Oil refineries, it would not be sufficient to meet the require- 
ments of the Atlantic refinery at Philadelphia and the Bay- 
onne refinery at Bayonne, N. J. (Def. Ex. 269, vol. 19, p. 627). 
It would hardly be adequate for the refineries of the Standard 
Oil interests as they stood in 1882. But the whole of this field 
is not available to the Standard Oil refineries ; the Tidewater 
Oil Company, the Pure Oil Company and the majority of the 
other large independent refineries draw their supplies from 
this waning field, and in the aggregate take a very large 
proportion of the entire output (Benson, vol. 1, pp. 217-8 ; 
W. H. Tilford, vol. 1, p. 174; Tarbell, vol. 3, pp. 1429). 
The Standard Oil Company long drew its main supplies, 
not only for its western refineries but for its seaboard 
refineries from the fields of Ohio and Indiana, which are now 
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also on the wane, and from surplus oil stored in the Pennsyl- 
vania, Ohio and Indiana fields, which is now almost exhausted. 
It now draws the greater part of its supplies both for its 
western refineries and its seaboard refineries from the recently 
discovered fields in Kansas and Oklahoma and the field in 
Southern Illinois. Its Eichmond refinery obtains crude oil 
through pipe lines from Southern California. Other refiners, 
either from lack of capital, lack of enterprise or shortsight- 
edness, have allowed themselves to remain dependent upon the 
fields near which their refineries were originally located and 
upon the current production from those fields. Where they 
have constructed pipe lines, the longest of these, such as the 
United States Pipe Line, Tidewater Pipe Line and the Gulf 
and the Texas Pipe Lines, are each dependent upon the pro- 
duction of a single field. 

The difiBculty of the problem of insuring a constant sup- 
ply of crude oil is due to conditions peculiar to the oil 
industry: 

1. The tendency of producers to develop to a maximum the 
output of every newly discovered field ; 

2. The increase of the output beyond the capacity of any 
existing means of transportation and beyond the amount for 
which there is any immediate demand ; 

3. The rapid exhaustion of each field ; 

4. The tendency of the producers to throw their oil on the 
market as soon as it comes out of the ground, due to their in- 
ability or unwillingness to hold it in storage ; 

5. The hazards involved in constructing pipe lines and stor- 
age tanks and carrying oil in storage, which prevent the inde- 
pendent investment of adequate capital in the gathering, stor- 
ing and transporting of oil. 

The causes inducing a maximum from new fields are clearly 
explained by Mr. Archbold (vol. 17, p. 3249) : 

" Q. Is there anything in that situation— I mean 
in the digging of new wells, the opening up of the new 
fields,— that compels a maximum production, by force 
of the verv circumstances that exist there ? A. There is. 

Q Please tell us about that? A. Indeed, the 
necessity for drilling wells after a field has been opened 
has been the curse of the producing business all through 
the years. Oil is struck on a property and the adjom- 
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ing property at once start wells on theirs, and then the 
fighting of lines as to the sinking of wells, so as to get 
as much oil as possible from the underground reser- 
voirs, is begun. And, as I say, that has resulted, in 
almost every section of oil production, in a great over- 
drilling and an unnecessary cost in the production of 
the oil as a whole. That is, a great many more wells 
are drilled than are really necessary to drain the terri- 
tory. 

Q. Where with respect to the neighboring land 
does the owner drill his wells ? Where with respect 
to the dividing line between the two properties ? A. 
There has not to my knowledge been any legal limit as 
to the drilling near to a line, but in most sections of 
the producing country there has come to be a com- 
mon understanding among the producers (certainly 
producers of the more intelligent class) that they 
would not drill within a specified number of hundred 
feet within each other's lines, say two or three hundred 
feet. 

Q. In Oklahoma, it is fixed at 150 feet, is it not ? 
A. I believe it is. 

_ Q. That is a Government regulation ? A. I believe 
it is. 

Q. The practice therefore has been for the owner of 
a tract of land to drill one well after another as close to 
that dividing line as it is possible for him to do so, has 
it not ? A. It has. 

Q. What effect does that have upon the neighboring 
owner of land on the other side of the line ? A. It 
compels him also to drill a similar number of wells 
to offset those of his neighbor, or else have his territory 
drained by his neighbor. 

Q. And the result of that is what, with respect to 
the wells on either side of such dividing line ? A. 
The result is to greatly increase the cost of production 
and to take the oil out with undue rapidity. 

Q. The result also is that each man drills as many 
wells as he can on his side of the line, does he not ? A. 
He does. 

Q. And -you have on either side of that line then a 
chain of wells ? A. Yes sir." 

The over-production stimulated by the desire of each land 
owner to get the oil from his land before it is drained by wells 
on adjoining property is strikingly illustrated to-day in the 
conditions existing in the Kansas and Oklahoma field ; the 
production has reached 170,000 barrels a day (J. D. Archbold, 
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vol. 17, p. 3251). The production is far in excess of the current 
demand ; it is sold by the producers for anything they can get 
for it, a great part being used for fuel oil (Litchfield, vol. 16, 
pp. 2661-2699 ; Barnes, vol. 16, pp. 2716-7). The conditions 
existing in the Kansas-Oklahoma field are typical of the con- 
ditions that have existed throughout the history of the oil 
industry ; in 1878 similar conditions led to the Petroleum 
Producers Union, whose manifesto is set out in the testimony 
of Mr. Emery (vol. 66, pp. 2750-2765). Similar conditions led 
to the shutdown movement of 1887 in Pennsylvania (Emery, 
vol. 6, p. 2739). 

The rapid exhaustion of new fields is a necessary 
result of the over-production due to the causes re- 
ferred to above. Defendants' Exhibit 265 shows how 
the general fields have waxed and waned. The testimony 
of Mr. Emery (vol. 6, p. 2744) already referred to shows the 
sudden development and subsequent rapid decline of the vari- 
rious local fields in Pennsylvania. 

The fact that the self interest of the producers is not suffi- 
cient to induce them to hold back their oil when once pro- 
duced until it can be bought in the ordinary course of trade, is 
illustrated by the conditions in the Kansas- Oklahoma field, al- 
ready referred to. The producers sell their oil at whatever 
price they can get for it without reference to its value for re- 
fining purposes (Litchfield, vol. 16, pp. 2661 and 2699 ; Barnes, 
vol. 16, pp. 2716-7). 

The hazards involved in the business of constructing pipe 
lines and strorage tanks and gathering, storing and transport- 
ing oil have always prevented independent investments in that 
business in sufficient amounts to adequately provide for the 
needs of the industries dependent upon a continued supply of 
crude oil. The early pipe lines which were independent en- 
terprises were utterly unable to provide an efficient service 
(J. D. Eockefeller, vol. 16, pp. 3094-6). Since their time there 
is no evidence that a pipe line has ever been constructed ex- 
cept as an adjunct to other branches of the oil industry. 

The hazards that have deterred independent investors from 
engaging in either line of business are obvious. Gathering 
lines constructed to serve any particular field become valueless 
on the failure of that field and there is no way of telling how 
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long tlie production can be expected to continue (J. D. Archbold, 
vol. 17, pp. 3250-1 ; Emery, vol. 6, pp. 2742-3). Trunk lines lose 
their value with the decline of the production of the field they 
are built to serve, unless they can be utilized to serve some 
other field, for example : The Cumberland Pipe Line in 
Kentucky and that part of the Eureka Pipe Line which serves 
to connect the Cumberland Pipe Line with the general system 
will become valueless on the exhaustion of the Kentucky field. 
The National Transit Line and the New York Transit Lines 
owe their present value to the fact that they could be utilized 
to transport western oils to the seaboard in connection with 
the Buckeye and the Indiana Pipe Lines and the lines of the 
Prairie Oil & Gas Co. from Oklahoma to Griffith, Indiana. 
Except for the vast expenditure incurred in the construc- 
tion of the latter lines, the Eastern lines would now be of com- 
paratively little value. 

The controlling consideration that must always deter in- 
dependent investors from putting their money into the con- 
struction of pipe lines is the fact that in their nature they are 
adjuncts to other branches of the oil business. 

Practical and mechanical difficulties that must prevent 
their successful operation as independent enterprises will be 
set forth elsewhere. Aside from these practical and mechan- 
ical difficulties it is necessary to the continuous and successful 
operation of pipe lines that great reserves of oil should be ac- 
cumulated and held in storage (J. D. Archbold, vol. 17, p. 3239). 
Mr. Archbold testifies (vol. 17, pp. 3631-2) : 

" Q. What relation, if any, has the stock of oil in 
storage in the various fields to the movement of the oil 
through the pipes of the pipe system ? A. The reserve 
stock of oil in the oil fields is essential to the steady 
operation of the pipe lines. They could not be de- 
pendent on the gathering of the oil from the wells day 
by day for their steady supply of oil for pumping 
through the trunk lines. 

Q. Do you mean a steady, uniform supply ? A. A 
steady uniform supply. The reserve stock is used for 
that purpose. 

Q. Has that any relation to the continuous and 
continued operation of the pipe system in so far as the 
movement of oil is concerned ? A. I should say it was 
essential to it. 
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Q. That is, the storage of oil throughout the differ- 
ent fields ? A. The storage of the oil and the holding 
of a reserTe stock." 

The risk and expense involved in the purchasing and 
storage of crude oil are such that they have necessarily 
prevented independent investors from going into the 
business either as an independent business or in con- 
nection with the construction and operation of pipe 
lines. The iron tanks used for storage cost about 25 cents 
per barrel of storage capacity (Burton, vol. 16, p. 2642 ; J. D. 
Archbold, vol. 17, pp. 3239-40). They are built to hold the 
surplus in periods of flush production and are rarely filled but 
once (Burton, vol. 16, p. 2654). When emptied, they are of 
value only as scrap iron and are worth only from 6 to 7 cents 
per barrel of capacity (Burton, vol. 16, p. 2642). The oil in 
storage loses 2 or 3 per cent, of its volume the first year, the 
portion lost being the most valuable portions of crude. In 
subsequent years the loss by evaporation continues and the 
total loss may reach as much as 10 per cent, of the volume of 
the oil (Burton, vol. 16, pp. 2642-3 & 2646). The tanks have 
to be kept in repair ; the danger of loss by fire is always 
present (Burton, vol. 16, p. 2643). The time during which the 
oil will have to be carried in storage before the decline of the 
fields or increase of demand affords an opportunity to dispose 
of it advantageously may be many years (Burton, vol. 16, p. 
2643). The continued output of the fields or the discovery of 
new fields may postpone this time indefinitely. Meanwhile, 
the interest on the original investment in the storage tanks, 
the original cost of the oil and the expense for carriage must 
be borne by the investor. These considerations have deterred 
even the pipe lines constructed and operated as adjuncts to 
refineries other than those of the Standard Oil Company from 
undertaking the purchase and storage of oil in any consider- 
able quantities (Litchfield, vol. 16, p. 2659). 

The Standard Oil Companies have heretofore overcome the 
difficulties involved in securing and preserving a supply of 
crude oil for their refineries. To the fact that they have done 
so, not only the extension of their business but the preserva- 
tion of their original investments is to bf attributed. The 
story of the entry of the Standard Oil interest into the pipe 
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line business has previously been told (See ante, p. 29). In 
1882 they had two pipe lines nearly completed to the seaboard, 
one through Pennsylvania and one through the State of New 
York. Also a trunk line to Cleveland, one to Buffalo and one 
to Pittsburg (Def. Ex. 282). They had previously made and 
were stilFcontinuing to make tremendous efforts to take care 
of the great output of the Pennsylvania fields. Mr. Emery 
says, (vol. 6, p. 2745) : 



" Every effort was given to the producers that was 
in the power of the Standard Oil Company, or anybody 
else, to take care of the product. No complaint on that 
part. They have been as faithful people as ever were 
in the world to take care of the product." 



The Standard Oil Companies foreseeing the time when the 
decline in the output of oil would jeopardize' the industry, 
bought the surplus oil for which there was no immediate 
use and built storage tanks to take care of it until the amount 
in storage in the Pennsylvania field amounted to up- 
wards of 40,000,000 barrels (J. D. Archbold, vol. 17, p. 3239). 
With the decline of the Pennsylvania fields the stocks in 
storage have been drawn upon until now there is no longer 
any oil stored in Pennsylvania (Emery, vol. 6, p. 2741). In 
1886 the Lima field in Ohio was first developed. As soon as 
the problem of refining the Lima oil was solved a trunk line 
was constructed from Mantua to Cygnet connecting the 
gathering lines of the Buckeye Pipe Line system and the 
Lima and Chicago Line, which had been already constructed 
with the branch of the National Transit Lines extending from 
the Pennsylvania field to Cleveland (J. D. Archbold, vol. 17, p. 
3423 ; See Cygnet Pipe Line, Def. Ex. 272). The Standard 
Oil Company were then in a position to supplement the supply 
of Pennsylvania crude oil at the seaboard with Lima crude. 
The West Virginia oil fields were developed in 1891 (Def. 
Ex. 265, vol. 19, p. 624). Gathering lines were constructed in 
the field and a trunk line was built from the West Virginia field 
to the seaboard to bring the West Virginia oil to the sea- 
board refineries (Def. Ex. 271, Eureka Pipe Line ; Southern 
Pipe Line ; J. D. Archbold, vol. 17, p. 3233). Gathering lines 



97 

had already been constructed in Southeastern Ohio (Def. 
Ex. 272, Macksburg Pipe Line). In 1891 the Indiana 
field became important and gathering lines were constructed 
in Indiana and connected with the general pipe line system 
(J. D. Archbold, vol. 17, p. 3234). The West Virginia, 
the Lima and the Indiana fiold are all on a decline (Def. Ex. 
265). The Standard Oil interests had at one time in storage 
in the Lima and the Indiana fields over 23,000,000 barrels of 
oil (Def. Ex. 289). By the end of 1907 the amount of oil in 
storage had fallen to a little over 3,000,000 barrels (id.) 

The great investments of the Standard Oil Companies in 
refining plants and pipe lines would have depreciated to a 
fraction of their present value but for the discovery of the 
mid-continent field, and the construction of the great pipe line 
from Oklahoma to Chicago. 

Upon the development of the Kansas-Oklahoma field, the 
lines of the Prairie Oil & Gas Company were constructed from 
Oklahoma to Griffith, Indiana, connecting with the general 
system of Standard Oil pipe lines and enabling the Standard Oil 
Company to supply its refineries at the seaboard with oil from 
Kansas and Oklahoma (J. D. Archbold, vol. 17, p. 3234). The 
refinery at Whiting, which theretofore had used oils drawn 
from the Lima field, began using Western oil and the declining 
production of the Lima field and the remaining stocks were 
made available for use at the seaboard (Burton, vol. 16, p. 
2641). The Prairie Oil & Gas Company has bought and 
stored in Oklahoma over 40,000,000 barrels of oil (Litchfield, 
vol. 16, p. 2659). 

The Kentucky field was developed after 1900 and the 
Standard Oil Company's system of pipe lines was at once 
extended to this field (J. D. Archbold, vol. 17, p. 3234: 
Def. Ex. 271, Vol. 19, p. 633). The field, however, has 
never reached considerable proportions. The last great 
field to be opened was the Illinois field in Southern 
Illinois. The Ohio Oil Co. about 1906 constructed pipe 
lines in this field. Like the Prairie Oil & Gas Co., the 
Ohio Oil Co. was a producing company entirely owned by the 
Standard interest. Until it entered the Illinois field, it had 
no pipe lines (Chesebro, vol. 3, p. 1403). It plays the same 
part in the Illinois field that the Prairie Oil & Gas Co. plays 
in the mid-continent field. In California the Standard Oil in- 
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terests have pursued the same policy of storing oil for future 
use and making it available by construction of pipe lines to 
refineries that has been pursued in the Eastern States. On 
December 31, 1907, they had nearly 13,000,000 barrels of oil in 
storage in California (H. M. Tilford, vol. 17, p. 3496). The pipe 
line through which this oil is carried to the refinery at Eich- 
mond, Gal., is from 350 to 400 miles long (H. M. Tilford, vol. 
17, p. 3491). 

The relation of the development of the pipe line system to 
the continued prosperity of the business is well stated by Mr. 
Archbold (Yol. 17, pp. 3297-8) : 

" Q. Mr. Archbold, do you know why the Standard 
Oil interests have so vastly extended their pipe line 
system during the years, if you please, that you have 
been connected with the organization ? A. I think I do. 

Q. Will you please state it ? A. The pipe hues are 
an absolutely necessary adjunct, a necessary part of the 
business as a whole. The volume of the business as a 
whole has entirely outgrown the possibilities of railroad 
transportation, and the transportation by pipe is a more 
convenient method in every way ; and in the construc- 
tion of the large refineries necessary for the doing of the 
business pipe lines of a necessity had to be created in 
order to insure them a regular supply, a sure supply, of 
crude oil. They have become a part of the great scheme 
of the business with reference to reaching the markets, 
and they are essential in their use. 

Q. Just what is the relation of the pipe line to the 
refinery ? A. It is the feeder of the refinery. It is the 
means by which the crude oil is brought to the refinery. 
There are no facilities in existence other than the pipe 
lines that would be even approximately adequate to the 
business, and the railroads of the country could not 
today, even if the tank cars were in existence (which of 
course they are not), do the business so as to keep the 
refineries in regular operation. They are a part of the 
whole. 

Q. When you used the phrase ' a part of the great 
scheme of the business,' I understand you to mean by 
that a part of the scheme in the building up of the 
Standard Oil business. Am I correct about that ? A. 
Yes ; and of the physical operation. 

Q. That is to say, you have been directing your 
attention, as I understand your answers, to the building 
up of the Standard Oil business and its scheme of doing 
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business, its methods of doing business and its necessi- 
ties ? A. Yes. 

Q. Would it have been possible, Mr. Archbold, ia 
your judgment, to have developed the refinery con- 
struction of the Standard Oil interests to the extent 
that it has been developed, without the aid of the pipe 
lines as a part and parcel of that refinery development ? 
A. I do not think it would. 

Q. Why ? A. I think it would have been a physical 
impossibility for the railroads to have handled the 
business in the enormous volume that has been de- 
veloped within the past decade or more. * * * 

Defendants' Exhibit 268 (vol. 19, opp. p. 627) shows graph- 
ically how the Standard Oil Companies through the policy of 
extending their pipe lines and storing surplus oil have been able 
constantly to meet the increasing demands of their refineries 
notwithstanding the fluctuations in the total volume of produc- 
tion ; and notwithstanding the shifting in the sources of pro- 
duction and the great variations in particular fields shown in 
Defendants' Exhibit 265 (vol. 19, p. 624). The same policy has 
enabled them to continue to utilize to their full capacity the 
pipe lines from the Pennsylvania, the Lima and the Indiana 
fields to seaboard, long after the decline of the fields they 
were constructed to serve. 

Thus the Standard Oil companies have, as far as possible, 
minimized the chief hazard of the oil industry. 

(d) The Standard Oil interests have shoion great soundness 
of judgment in the selection of points at which to establish their 
refineries and have concentrated their refineries at these points. 

The Standard Oil Company has concentrated its refineries 
at a few points on the Atlantic seaboard, to wit : New York, 
Philadelphia and Baltimore ; at three points on the Great Lakes : 
Buffalo, Cleveland and Chicago ; at a few interior points which 
afforded peculiar facilities ; they have solved the problem of 
reducing to a minimum the cost of distributing the products 
of their refineries, while at the same time handling their crude 
oil at a minimum cost and securing the advantages of concen- 
tration in management. In carrying out this policy they have 
given up refining at points like Boston and Portland, where it 
was diflScult to obtain an adequate supply of crude oil. They 
have abandoned refineries like the Imperial refinery at Oil City, 
where the demands of the local trade could be suflBciently met 
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from other refineries, and adequate facilities for the economi- 
cal distribution of the products were lacking. Other refineries 
have been moved to larger refineries and the works concen- 
trated in order to promote economy in management. 
The Bush & Denslow Works were moved bodily from 
Brooklyn to Bayonne and combined with the Bayonne Works 
of the Standard Oil Co. of New Jersey (Def. Ex. 282). 
The refinery at Galatea, Ohio, was removed to Lima 
and combined with the works of the Solar Eefining Go. (J. D. 
Archbold, vol. 17, p. 3337). The works of the Empire Ee- 
fining Company and the Central Eefining Company, Ltd., have 
been combined with Sone & Fleming Works (Def. Ex. 272). 
The policy of consolidation has been consistently pursued both 
in respect to works originally owned by the Standard Oil 
interests and such works as they have, from time to time, pur- 
chased (J. D. Archbold, vol. 17, pp. 3332-8, 3335-6, 3339). In 
respect to the policy pursued by the Standard Oil Company in 
selecting the sites for its refineries Mr. Archbold testifies (vol. 
17, pp. 3253-3255) : 

" Q. Mr. Archbold, what has been the policy of the 
Standard Oil interests with respect to the location of 
their refineries? A. It has sought to locate its re- 
fineries with reference to the most economical opera- 
tion possible, in the securing of its supply of crude 
oil, and in all the supplies which enter into the ques- 
tion of the manufacture, and also as to the distribu- 
tion of the manufactured products to the consuming 
trade. It has therefore located in the larger centres of 
the Middle West and at such other intermediate points 
as would supply a considerable portion of the domestic 
territory, and then at the Atlantic seaboard for the ex- 
port trade and for the domestic trade of the eastern 
section. 

Q. Can you illustrate that by stating specifically the 
reasons that controlled in the location and construction 
of the refinery at Whiting, Indiana? A. Whiting, In- 
diana, is a suburb of Chicago, and at Chicago we had 
the great railroad systems of the country radiating to 
the West and the Northwest, and indeed to the South- 
west. We had also the water transportation by the 
Lakes to a very important section. It was considered 
an advantageous point for a large refinery, and one of 
the largest in existence is located there. 

Q. And what was its relation to the crude oil fields ? 
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A. It was contiguous to the fields of Ohio aud Indiana, 
and has, of course, proven of great advantage also for 
the Illinois field, which has more recently opened. 

Q. Have any of your competitors located a refinery 
or refineries anywhere in that neighborhood ? A. Not 
immediately in that neighborhood, but they have located 
in the oil fields to which I have referred— that is, in the 
Illinois and the Ohio fields — quite a number of them. 
Shall I go on and speak of other localities ? 

Q. If you please, yes. A. We located, of course, in 
California with reference to the production of oil there 
and the distribution of oil to the domestic trade on the 
Pacific Coast, and with a view to extending the export 
trade from there to the Orient. We located in Kansas 
with a view to the domestic trade of that section. We 
located near Kansas City, Missouri, at Sugar Creek, 
with a view to the trade of the Southwest, as was also 
true at Alton, near St. Louis. 

Q. Kansas City is, and has been for many years, also 
a great railroad centre ? A. Kansas City is a great 
railroad centre, and at North Alton (which is practically 
St. Louis) we have the trade of that great southwestern 
section radiating from St. Louis. 

Q. Now, what about your policy with respect to the 
development of your seaboard refineries. A. Our sea- 
board refineries, as I say, are built with reference to 
the domestic trade of the Atlantic coast line and to the 
foreign trade and to such trade as can be reached ad- 
vantageously from here. There is, of course, from the 
great cities on the Atlantic seaboard a very large 
domestic trade, not only in illuminating oil, but in all 
the by-products, more especially in the light products, 
naphtha and gasoline, which have come into very great 
use during the past several years. We have had no 
other thought in all this than to accomplish the best 
possible results in economy in the location and opera- 
tion of our refineries, with a view to cheapening the 
product as much as possible. 

Q. Can you give us some idea of the development 
of the Bayonne refinery, which at present is your 
largest seaboard refinery, comparing that refinery now, 
if you please, with what it was in 1882 ? A. The 
growth has been something enormous. I could not, 
without the statistics on the matter, give you the exact 
figures. 

Q. I see that its present yearly capacity is 13,840,435 
barrels. A. Yes sir. 

Q. Was it very smaller than that in 1882 ? A. Oh, 
only a fraction of that, I should say. 
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Q. Are there auy advantages in connection with 
domestic trade that accrue to these seaboard refineries? 
Take the coast trade, if you please ? A. I should say 
that there was an advantage in a seaboard refinery in the 
disposition of our by-products, as we term them. The 
centers of population are very large users especially of 
the light products, namely, the naphthas and gasolines, 
which, as I say, have come into such enormous use 
during the past "several years for gas making and for 
automobile purposes and for the various uses to which 
they have been applied. 

Q. Is all of the oil which is manufactured in your 
seaboard refineries conveyed to those refineries by pipe 
lines ? A. All or substantially all. 

Q. You stated yesterday among other things, I think, 
that some oil was transported to Bayonne by pipe line 
as far as from the mid-continent field, did you not? 
A. Yes sir. I should say a continuous line of 1600 or 
1700 miles." 

In 1908 the Standard Oil Co. of California sold to the 
Standard Oil Co. of New York for transportation to the Orient 
over 1,000,000 barrels of oil (H. M. Tilford, vol. 17, p. 3495), and 
the entire Pacific Coast trade since the construction of the Eioh- 
mond refinery has been supplied from that point, saving the 
cost of transportation across the continent (H.M.Tilford, vol. 17, 
pp. 3493-4). The oil for distribution in the greater part of New 
England is transported from the New York refineries by water 
in bulk (King, vol. 3, p. 1501). The trade on the South-Atlan- 
tic coast is supplied in the same way. Export oil can also be 
shipped from seaboard refineries in the same economical 
manner. 

(e) They have developed their marketing system for the 
economical distribution of the products of their refineries with 
results that have fully justified the great expense involved. 

The introduction of the system of marketing stations, to 
which oil is transported in bulk from the refineries by means 
of tank cars and from which the oil is distributed to the retail 
trade by tank wagons, has revolutionized the methods of 
marketing illuminating oil. The increase in the number of 
marketing stations from 130 in 1882 to 3573 in 1906 has 
already been mentioned. Def. Exs. 263-4 show in striking 
fashion the extent to which the marketing stations have been 
increased since 1888. Mr. Archbold testifies in respect to the 
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change in marketing methods that has brought about this 
great multiplication of stations (vol, 17, p. 3244), as follows : 

" Q. Can you tell us the essential difference between 
the marketing methods in so far as the sale of refined 
oil is concerned to-day and what it was in the eighties 
—in 1882, if you please ? A. In 1882 and up to that 
period the distribution, as I have already said, was 
largely made in barrels, and the wants of the trade 
throughout the country were met in a spasmodic and 
uncertain way. We realized, as the business grew, that 
that feature of the trade especially needed improvement. 
It was often true that the local jobber in the first 
instance exacted an extortionate profit or an exorbitant 
profit, and then it it was also further true that the 
retailer exacted an exorbitant profit, and all this re- 
sulted in complaint the country over as to the price 
which the consumer was obliged to pay for the article, 
and our effort was to improve the facilities so as to 
come as close to the consumer as possible, and with 
that end in view we established the station system, 
which developed from the barrel to the bulk delivery ; 
that is, the carriage of oil to the station in bulk cars, 
tank cars, and its distribution from there, as the trade 
developed, in bulk wagons to the consumer as nearly 
directly as possible. In all this we were actuated of 
course by a desire to extend our trade and increase the 
consumption of the article. Of course it incidentally 
was a great benefit to the consumer, in that it cheapened 
the price to him. 

Q. That method of marketing, as compared with the 
old method, introduced economies all along the line, 
did it ? A. Oh, yes. The shipment of oil by barrels 
was expensive in every way. The cost of the barrel, its 
depreciation, and the freight on the barrel back to the 
point where it could be again filled all involved an 
expense that was very great, and the improvement in 
the^ methods of handling the oil to the consumer as a 
whole resulted in greatly minimizing the cost." 



(Vol. 17, p. 3468.) 

" Q. Can you tell us, right there, in a few words, 
what change the Standard Oil interests inaugurated 
in marketing methods and in their manner of reaching 
the trade, Just about this time, and their relation, if 
any, to this process that resulted in the elimination of 
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the middleman ? A. The change came about through 
the inauguration of the bulk system throughout, 
namely, the transportation to the distributing station by 
bulk cars, and from there by bulk wagons. 

Q. To whom ? A. To the consumer ; to the retailer. 
And of course it did away with the leakage incident to 
barrel transportation — to the double transportation by 
barrel, and to the barrel itself as a perishable invest- 
ment incident to the business. It made much more 
available to the trade the supply of oil, made it more 
regular and easier of delivery, and cheapened it to the 
retailer. It was a direct benefit to the consumer, in the 
cheapening process, in the improved method." 

(f) They have established great foreign marketing companies 
to enable them to meet the cornpetition of foreign oils and have 
introduced their marketing system into nearly all foreign 
countries, and the success of this policy has iee?i such that over 
63 per cent, of their illuminating oil is sold abroad. 

In 1882 and many years thereafter oil destined for export 
was sold at the port of shipment and consigned to buyers in 
foreign countries. No system had been established for mar- 
keting the oil abroad. The companies which now act as mar- 
keting agencies for the Standard Oil Company in foreign coun- 
tries have all been created since 1888. The system of marketing 
that has been established in this country has now been intro- 
duced or is being introduced in all the principal countries of the 
world (J. D. Archbold, vol. 17, p. 3290 ; Def. Ex., 271). The ex- 
port business has been built up in the face of great obstacles. 
It has had to encounter severe competition from foreign oil 
fields and the fact that so large a proportion of the world still 
uses American Oil is chiefly to be attributed to the efforts of 
the Standard Oil Company (J. D. Archbold, vol. 17, p. 3289, 
Def. Ex. 275-6, vol. 19, p. 654-660). 

(g) They have made great efforts to solve the problem of re- 
fining refractory oils and through the success of these efforts they 
have been able to utilize to their great advantage oils that other- 
ivise were useless except for fuel purposes. 

The Lima crude oil, when first discovered in 1886, could 
not be refined by any process then known. The oil along the 
northern fringe of the field near Toledo contained a compara- 
tively small amount of sulphur and from this a merchantable 
oil could be made ; the proportion of sulphur in the oil rap- 
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idly increased towards the South and much the larger part of 
the product of the field was regarded as useless, except for 
fuel purposes (Burton, vol. 16, pp. 2632-4, 2636-7 & 2643). 
In June 1889 one of the Standard Oil refineries at Cleveland 
was set aside as an experimental plant to be used for the pur- 
pose of developing a method of removing the sulphur from 
the Lima oil (Burton, vol. 16, p. 2633). The experiments at 
this refinery were conducted under the charge of Mr. Hermann 
Frasch and Mr. William M. Burton. Other employees of the 
company were engaged upon the problem at other works (id.). 
The nature of the problem and the way in which it was solved 
is stated by Mr. Burton, vol. 16, pp. 2633-4 : 

" To begin with, the crude oil occurring in northern 
and central Ohio contained from y\ of 1 per cent 
to 1 per cent of sulphur by weight, which was sev- 
eral times as much sulphur as occurs in the best grades 
of Pennsylvania crude. When the crude was refined 
for making refined oil and gasoline, the sulphur carried 
along into these refined products, and when burned in 
lamps or used in other ways, produced very disagree- 
able efi'ects in the room, in which the lamp was burn- 
ing, smudging the chimney and making a very bad 
wick crust. The process which was devised by Mr. 
Frasch for overcoming this consisted in distilling the 
oil in the presence of black oxide of copper, by which 
the copper took up the sulphur, forming sulphide of 
copper. This sulphide of copper was subsequently 
roasted back to oxide and used repeatedly. * * * 
The difficulty was in securing a practical method for 
restoring the copper sulphide to the oxide condi- 
tion. * * * 

" If the copper sulphide had been discarded after 
each proposition, it would have made the process 
entirely out of the question from an economical stand- 
point, on account of its great expense. * * * In 
the beginning the problem was to restore the copper 
to an oxide condition cheaply. * * * That was 
finally secured by inventing a roasting furnace for that 
particular purpose." 

The Frasch copper oxide process, the roasting furnace in- 
vented by him and the still in which the application of the 
oxide to the oil took place, were all patented (Burton, vol, 16, 
p, 2635). The Frasch process is the only process by which a 
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good illuminating oil has ever been produced from the Lima 
or Indiana crude, excepting only the small portion of the 
product of the Lima field coming from the neighborhood of 
Toledo (Burton, vol. 16, pp. 2636, 2640-1). Since 1890 it has 
been used by the Standard Oil companies and they alone have 
been in a position to utilize the greater part of the products of the 
Lima-Indiana field. Until 1906 the "Whiting and Lima refin- 
eries used Lima oil exclusively (Burton, vol. 16, pp. 2641-2). 
The process was also used at Cleveland, Ohio, and a copper 
revivifying plant was installed at Bayonne refinery (Def. Ex. 
280, vol. 19, p. 671). The process, after its first discovery, was 
improved so that the cost of refining was reduced and the 
yield of illuminating oil was increased from 30 per cent, to 45 
per cent. (Burton, vol. 16, p. 2635). The cost of conducting 
the experiments leading to the discovery of the Frasch process 
was several hundred thousand dollars (Burton, vol. 16, p. 
2636). 

The total production of the Lima and Indiana fields down 
to the end of 1905 was more than a quarter of all the crude oil 
that had been produced in the United States from 1859 to that 
date. The profits of the Standard Oil Co. from the dis- 
covery of the Frasch process by which this great output of 
oil, practically useless to all others, was rendered for its 
use almost as valuable as Pennsylvania oil, were necessarily 
large. 

The oils produced by the California fields presented prob- 
lems almost as difficult as the oils in Lima and Indiana. Prior 
to 1900 there were a number of small refineries located in Cali- 
fornia, but the crude was of such a character that they were 
unable to produce from it a good illuminating oil (H. M. 
Tilford, vol. 17, p. 3494). The oil produced had to be mixed 
in the proportion of 30 per cent of California oil with 
70 per cent of Eastern oil, in order to obtain a marketable 
article (id.). Brio A. Starke was a chemist employed by 
the Pacific Coast Oil Company. On behalf of that com- 
pany, after its stock was bought by the Standard 
Oil Company, he experimented with the California oil 
and succeeded in producing from it an illuminating oil 
which could be used for all purposes to which 
such oils ordinarily applied (H. M. Tilford, vol. 17, p. 
3494). The process invented by Mr. Starke is a patented 
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process owned by the Standard Oil Company of California, 
and the Standard Oil Co. of California, through the use of the 
process, refines from 28,000 to 30,000 barrels of crude oil 
per day and supplies with the product the entire Standard Oil 
trade on the Pacific Coast, which previously had been supplied 
with oils brought from the East and also supplies over a mil- 
lion barrels of oil a year for shipment to the Orient (H. M. 
Tilford, Vol. 17, p. 3495). 

The production of crude oil in California in 1900 was a 
little over 4,000,000 barrels a year ; in 1907 it had reached 
40,000,000. By reason of the discovery of the Starke process 
and the great investments made by the Standard Oil interests 
in California for the application of that process, the Standard 
Oil interests have been able to utilize this great volume of oil 
and to obtain therefrom illuminating oil and all the other 
products of petroleum. Mr. H. M. Tilford testifies : 

" Q. When these new fields were discovered and 
this large flow of oil began in 1901 and 1902, what did 
the Pacific Coast Oil Company do with respect to the 
manufacture of that oil into a marketable product ? A. 
It started to build a refinery at Richmond, and built a 
pipe line from the producing field to Eichmond, with 
the idea of utilizing a portion of it in making different 
petroleum products. 

Q. Yes, but what did you do in connection with 
manufacturing improvements ? Do you know what the 
Starke process was ? A. We had men from different 
sections of the country that we sent out to California 
and thoroughly tested the crude oils, and eventually we 
were able to make an oil which we considered mer- 
chantable. 

Q. Who was Eric A. Starke ? A. A chemist em- 
ployed by the Pacific Coast Oil Company. 

Q. When employed ? A. He was in their employ 
when we acquired the stock of the company. 

Q. Did you retain him ? A. He is still in the em- 
ploy of the Standard Oil Company. 

"Q. Did he succeed in effecting any improvements ? 
A. He did. 

Q. In connection with the manufacture of California 
crude oil into refined oil ? A. He did. 

Q. In what way, and what effect did that have upon 
the product? A. It improves tlje burning quality of 
the illuminating oil. 
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Q. To what extent ? A. Made it a merchantable 
article, which it was not before. 

Q. Do you mean that it was made a merchantable 
article so that it could be used without uniting it with 
eastern oils ? A. Yes, sir ; it could be used for all pur- 
pooes where illuminating oil is, such as burning in lamps, 
stoves and heaters. 

Q. Theretofore, before the introduction of the Starke 
process and its utilization by the Standard Oil interests 
there ('the Pacific Coast Oil Company), this California 
crude had to be united with the eastern oil in the pro- 
portion of 30 of California oil to 70 of eastern oil, in 
order to get a marketable oil, I understand you to say ? 
A. Not the crude oil. The refined oil, which was made 
from the California crude, had to be 30 per cent, of 
California refined oil mixed with 70 per cent, of eastern 
refined oil. 

Q. But after the development of the Starke process 
process you were able to manufacture refined oil from 
the California crude without any mixture at all with 
eastern oil ? A. Yes, sir. 

Q. And are you doing that now ? A. We are doing 
it to-day. 

Q. What relation did thosaimprovements have to the 
extension of the business there ? A. It resulted in all 
the Pacific coast trade being supplied with oil manufac- 
tured from California crude oil, while before the oil had 
to be shipped from the East. 

That Starke process was a patented process, was it ? 
A. It was a patented process ; yes, sir. 

Q. Owned by whom — the Standard Oil Company of 
California ? A. Owned by the Standard Oil Company 
of California. 

Q. How, then does the refined oil which the Stand- 
ard Oil Company of California now manufactures under 
the Starke process compare in quality with the refined 
oil manufactured by competitors in California ? A. We 
consider it a very much superior oil to that manufac- 
tured by other refineries in California. 

Q. I understand you to say that the Pacifio Coast 
Oil Company was purchased in 1901 for $761,000. Do 
you remember what the net assets of the Standard Oil 
Company of California were on December 31, 1906 ? 
(Handing witness a paper.) A. The net assets of the 
Standard Oil Company of California on December 31, 
1906, were $21,329,952.30. 

Q. Made up of what ? A. Do you want the details 
of it ? 

Q. Yes, please. A. Marketing plant, merchandising 
plant, manufacturing plant, producing plant, pipe lines. 
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including tankage connected with the pipe lines, float- 
ing equipment, and other assets ; stocks of oils. 

Q. What do you mean by ' floating equipment ' ? 
A. Boats, steamers and barges. 

Q. I notice that you have here ' Other assets, 
$9,303,054.70.' Does that largely consist of crude oil 
in storage ? A. Yes, sir ; stocks. 

Q. So that plant has been developed in the last seven 
years from a plant of the value of $761,000 to a plant 
of the value of $21,000,000, has it ? A. It has. 

Q. Who has done that ? A. The Standard Oil Com- 
pany " (H. M. Tilford, vol. 17, pp. 3493-3495). 

The perfection attained in the lubricating oils for railroads 
is even more remarkable than the development of the Fraseh 
process and the Starke process. The facts demonstrating that 
the success of the Galena oils is due solely to their extraordi- 
nary merit are set out at length in that part of the brief treat- 
ing of the Galena-Signal Oil Company. The facts in the 
case of the Galena oils may be taken as typical of the superi- 
ority of other Standard Oil products v/here the general use of 
such products is shown, and no fact other than their superior 
merit is adduced to account for such general use. 

(h) They have been unremitting in their efforts to improve 
the processes of refining, to diversify the useful by-products to 
he otained from the refining of petroleum and to introduce them 
into general use, and these efforts have resulted to their great ad- 
vantage as well as to the general ienefit of the industry and the 
"public at large. 

The quality of illuminating oil has been greatly improved 
(J. D. Archbold, vol. 17, p 3411). In the early history of the 
refining business it was carried on almost solely with reference 
to illuminating oil, the by-products being little used for com- 
commercial purposes (J. D. Archbold, Vol. 17, p. 3255). Mr. 
Archbold (vol. 17, p. 3256) says : 

" I may say that the work of developing these vari- 
ous products has been continuous all through the years 
and has been a distinctive feature of the Standard Oil 
method and effort. We have employed the very best 
expert talent obtainable at all times, both lay and pro- 
fessional, in experimenting for the production of useful 
articles from the by-products, as a by-product of 
petroleum. We have brought into our service the best 
h emical talent obtainable, not only from this country 
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but from Europe. Every considerable refinery has 
been piovided with its laboratory and its room for ex- 
perimenting, and, as I say, these experiments in the 
distillation of petroleum and the chemical talent to- 
gether have been constantly at work on these problems." 

The products other than illuminating oil now obtained 
from petroleum are great in number, their value and impor- 
tance exceeding the value and importance of the illuminating 
oil obtained (J. D. Archbold, vol. 17, pp. 3255-6). The efforts of 
the Standard Oil Company have played a very important part 
in the discovery of these by-products and a still more im- 
portant part in the development of them and their introduc- 
tion into general use. After 1882 the naphtha and tar ob- 
tained in the distillation of petroleum were still burned as 
fuel under the boilers (J. D. Archbold, vol. 17, p. 3257). The 
naphtha and gasoline are now worth per gallon three or four 
times as much as illuminating oil (id). Naphtha and 
gasoline were first practically utilized in the making 
of illuminating gas. Their use for this purpose was 
actively promoted by the Standard Oil interests 
(id.). In 1884 the Gilbert & Barker Company 
in Massachusetts was purchased by the Standard 
Oil interests (Def. Ex. 271). Its business is the manufacture 
of apparatus for the utilization of naphtha in the manufacture 
of gas {id.). Between 1895 and 1897 in a comparatively small 
part of the territory in which the Standard Oil Companies 
operated over $250,000 was spent ia advertising and introduc- 
ing stoves adapted to the use of gasoline, with a view to pro- 
moting the consumption of that product of petroleum (Drake, 
vol. 17, pp. 3535-7). The world's supply of candles was form- 
erly produced from tallow, coal shale, beeswax and sperm oil. 
The use of candles made from these materials has been almost 
entirely supplanted by candles made from petroleum wax. In 
1892 the Standard Oil refiheries sold about 3,000,000 pounds 
of candles. In 1907, 22,500,000 pounds (J. D. Archbold, vol. 17, 
pp. 3476-7). Petroleum wax, aside from its use for the manu- 
facture of candles, has been introduced into general use for a 
multitude of purposes, for example : treating of stone for its 
preservation, covering tops of fruit jars, and other equally 
dissimilar uses. In 1892 the Standard Oil Company sold 
74,000,000 pounds of wax products of all kinds. In 1907 
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241,000,000 pounds. (J. D. Archbold, vol. 17,' p. 3476). The 
growth in the use of petroleum wax has been par- 
ticularly marked in foreign countries, and by its use 
products of foreign countries have in great measure been sup- 
planted by products of American origin (J. D. Archbold, vol. 17, 
3476). The case of petroleum wax has been selected as a 
typical instance of the development of the petroleum industry 
and the expansion of American trade, due chiefly, if not 
entirely, to the efforts of the Standard Oil Company. 

(ij They have,, throughout the history of the business, acted 
upon the principles which were characteristic of the original 
business of Rochefeller, Flagler & Andrews. They have, wher- 
ever practicable, acquired facilities of their own for the trans- 
action of their business, instead of relying upon the use of such 
facilities from others. They have, as far as practicable, manu- 
factured for their own use everything necessary for the proper 
conduct of their business. They have in every department of 
their business and throughout the vast territory in which it is 
carried on enforced rigid economy and demanded, from, all their 
employees the most earnest attention to all details of the business. 
They have stimulated every employee to conduct his department 
of the business with the sam,e energy and fidelity as though en- 
gaged in a private enterprise of his own. 

They own their own tank cars (Def. Ex. 108, vol. 18, p. 
274 ; Union Tank Line, Def. Ex. 271, vol. 19, p. 633 ; Pet. 
Ex. 12-B, vol. 7, p. 46). They own their own barges and 
steamships (Standard Oil Co. of New York, Pet. Ex. 273-A, 
vol. 8, p. 552 ; Anglo-American Oil Co. Ltd., Pet. Ex. 261, 
vol. 7, p. 490 ; Atlantic Steamship Company, Def. Ex. 271 ; 
Standard Oil Co. of California, Pet. Ex. 271, vol. 8, p. 519). 
They have erected their own chemical works for manufacturing 
acid and for separating and restoring acid, so that it can be 
used again (Def. Ex. 280, vol. 19, p. 671). They have their 
own cooperage works and plants for making barrels, cans and 
the shocks for making the cases in which the cans are shipped 
(Interstate Cooperage Company, Def. Ex. 271 ; Oswego Works, 
Def. Ex. 272 ; Def. Ex. 282 ; Devoe Works, Pet. Ex. 273-A, 
vol. 8, p. 555). 

The policy of rigid economy followed by the company, the 
close watch kept of the results obtained in all parts of the 
business, while leaving those in charge of the various depart- 
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ments free to exercise their best judgment, and the stimulus 
to all employees to exercise their efforts for the common 
good of the business as though each were engaged in 
his own independent enterprise, appears so fully through- 
out the case that the citation of the evidence of parti- 
cular witnesses is unnecessary. The system of reports, 
which show from day to day the most minute particulars 
of the business conducted in every part of the vast 
territory over which the Standard Oil Company operates and 
on which the Government relies for a great part of its evi- 
dence, is perhaps the most concrete illustration of the perfec- 
tion of the business methods to which the success of the 
Standard Oil business is in great part due, but the record is 
full of evidence of the way in which the business has been 
systematized and every department developed to the highest 
possible condition of efficiency. 

(J) The sagacity with which the business as a whole has been 
conducted, has been of a very high order ; the great apparent 
risks that have been taken have usually been justified by the 
existing conditions, and in nearly every case have been justified 
by the residt. 

The repeated discovery of new oil fields has heretofore 
enabled the Standard Oil Companies not only to con- 
tinue their refineries in full operation, but to con- 
tinually increase their capacity. The location of 
the new fields has been such that the exist- 
ing pipe lines could be utilized to bring the 
product to seaboard. The remoteness of the principal foreign 
fields from the chief centres of population has enabled them to 
retain and continually increase their export trade. The dis- 
covery of the Frasch process made the great investments in 
Ohio oils very valuable. In all of these cases the sagacity 
that correctly estimated probabilities is to be admired. The 
petroleum industry has been at all times and is to-day a busi- 
ness of extra hazard and the great investments of the Standard 
Oil Companies have been at all times and are now at the risk 
of conditions which cannot be controlled. The past success 
of the Standard Oil business and its profits to-day are in great 
part the reward of men who have been willing constantly to 
increase their stake upon the chance of subsequent conditions 
favorable to the continued success of their business. 
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CHAPTER III. 

Early Contracts. 

There is no evidence nrhatever in the case 
that the constituent factors of the Standard 
Oil business ivere acqnired or held together by 
the common oivners for the pnrpose of restrain- 
ing trade or monopolizing commerce or for any 
other pnrpose than the legitimate development 
and proper conduct of the business oivned in com- 
mon. The charge that the oivners of the business 
sought to keep competitors out of the field, and 
that such efforts contributed to the acquisition of 
constituent factors of the business and to its 
groivth and development, is without foundation. 

Tlie constituent factors of the business, so far as they are 
the result of acquisitions, had all been acquired prior to the 
trust agreement of 1882. All the acquisitions essential to the 
general scheme of the business had been made by the end of 
1874 and nearly all that are important before the end of 
1877. The purpose of each such acquisition and its relation 
to the scheme of the business as a whole has been fully set out 
in the history of the development of the Standard Oil business. 
There is nothing to suggest that in any case there was any 
object beyond the legitimate advantage to the business that 
would result from the acquisition, or that the properties have 
been kept together for any but a legitimate pnrpose. 

The charge, that the expansion of the business in the past 
has been facilitated by efforts to drive competitors out of busi- 
ness, to induce them to sell their properties, or to restrict their 
business, is perhaps irrelevant. Such efforts if made were 
merely collateral to the legitimate development of the 
business. The charge that they were made does not bear 
upon the question whether the present ownership of the 
different factors of the business by the Standard Oil Com- 
pany (New Jersey) or the conduct of its business restricts 
freedom of trade or impairs the rights of anyone. The 
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relevancy of the charge is, however, a matter to be discussed 
in the briefs on the law of the case. The charge, in fact, is 
unfounded. The evidence as to the acquisition of the 
various constituent factors in the business contains no 
suggestion that any single one of them was acquired 
through any coercion or any unfair advantage or other- 
wise than as the result of fair negotiation on equal terms. The 
record is bare of any evidence to show that the past develop- 
ment and expansion of the Standard Oil business has been 
due to the restriction of competition either by contract or by 
interference with the operations of competitors ; and the sug- 
gestion that there has been any general policy or disposition 
to destroy or restrict the business of competitors, in order to 
facilitate its expansion, is wholly unwarranted. 



FIRST. The charge, that prior to 1882 re- 
fineries were driven out of business and refineries 
and pipe lines acquired through railroad rebates 
and discriminations, is not sustained, nor do the 
railroad arrangements cited in support of it evi- 
dence any policy or disposition to injure the busi- 
ness of competitors. 

The only evidence adduced in support of the charge are 
certain railroad arrangements ; and the fact that the Standard 
Oil interests purchased at various times a good many refineries. 
The only arrangements to which the Standard was a party 
were subsequent to the acquisition by it of the chief constitu- 
ent factors in the business, and there is no evidence to indi- 
cate that it obtained any of its properties by means of such 
arrangements or that it derived any illegitimate advantage there- 
from or that its competitors were hampered or injured there- 
by. The inference that the injury of its competitors was the 
object of the arrangements is wholly unwarranted. In 1882, 
they had ceased to be operative. 

The Bill of Complaiat charges : 

1. That the defendants were enabled to and did crush out 
competition, acquire competing refineries and bring about 
agreements or combinations restricting trade through obtain- 
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ing rebates, preferential rates, and largely by the same means, 
obtained control of pipe lines. The bill specifies as the trans- 
actions on which the charge is based. 

(a) The South Improvement Company enterprise of Janu- 
ary, 1872. 

(6) The terminal arrangements with certain railroads, the 
first of which was made with the Erie in 1874. 

(c) The Pipe Line Pool Agreement of 1874. 

{d) An arrangement with railroad lines extending West 
from Cleveland. 

(<?) Contracts with the Erie, the New York Central and 
the Pennsylvania in 1875, allowing a 10% rebate. 

(/) Preferential rates given by the Erie and New York 
Central roads in 1876 for the alleged purpose of enabling the 
Standard Oil Company to acquire the refineries and pipe lines 
of the Empire Transportation Company. 

fgj The contract of 1877 with the Pennsylvania Eailroad 
and similar contracts with the New York Central and the Erie. 

(hj The Agreement between the Pennsylvania Eailroad 
and the American Transfer Company in 1878 and similar agree- 
ments with other roads. 

(ij Additional rebates allowed by the Pennsylvania R. R. 

It is alleged that the rebates and discriminations under 
these arrangements continued until January, 1880. 

The only terminal arrangements, of which there is any evi- 
dence, are those with the Erie and the New York Central. There 
is no evidence whatever of the alleged arrangements with the 
Western roads. There is no evidence as to the terms of the 
alleged contracts of 1875 with the Pennsylvania, the New York 
Central and the Erie ; or as to the alleged contracts of 1877 
with the New York Central and the Erie ; or as to the alleged 
arrangements between the New York Central, and the Erie, and 
the American Transfer Company and no competent evidence 
as to the alleged additional rebates paid by the Pennsylvania, 

1. The South Improvement affair has no tearing whatever 
on the plans and purposes of the stockholders of the Standard 
Oil Corapany. The scheme originated xoith the Pennsylvania 
Railroad, over which the Standard Oil Company was not a 
shipper, and loith Pittsburg and Philadelphia refiners, who were 
its competitors. Some of its stockholders subscribed for a 
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minority of the stock of the South Improvement Company as a 
mMtter of self protection. They had nothing to do with framing 
the contracts between the Souih Improvement Company and the 
railroads. They loere informed that equal rights would he ac- 
corded by the Company to the entire trade. They believed the 
plan impracticable. It was abortive ; was never put in opera- 
tion ; aj-ected the rights of no one and was finally and abso- 
lutely abandoned. 

The promoters of the South Improvement Company were 
Thomas A. Scott, President of the Pennsylvania E. E., W. G. 
Warden of Philadelphia and Mr. Logan of Pittsburg. 
The charter was obtained from Mr. Scott and the plan 
was worked out by Mr. Scott, Mr. Warden and 
Mr. Logan for the general settlement of the diffi- 
culties in which the railroads were then involved 
(J. D. Eockefeller, vol. 16, pp. 3068-9). Two thousand 
shares of the stock of the Company were subscribed for, the 
majority being taken by Frew, Lockhart and Warden, who were 
members of the firm of Warden, Frew & Co., the Logans, the 
Warings and P. H. Watson. P. H. Watson was a railroad 
man, the others were Philadelphia and Pittsburg refiners (J. D. 
Eockefeller, vol. 16, pp. 3069, 3154-5). None of these gentle- 
men became stockholders of the Standard Oil Company until 
several years after the South Improvement plan had been 
finally abandoned (J. D. Eockefeller, vol. 16, pp. 3154-5). The 
Logans never became stockholders of the Standard Oil Com- 
pany, but were afterwards associated in a competitive business 
with Mr. Emery, one of the chief witnesses for the Govern- 
ment (Emery, vol. 6, p. 2616). Two of the chief opponents of 
the South Improvement Company were the individual defend- 
ants, John D. Archbold and H. H. Eogers (J. D. Archbold, vol. 
17, p. 3447 ; Eogers, vol. 6, pp. 3296-7). The Standard Oil 
Company at the time of the South Improvement affair was not 
shipping oil over the Pennsylvania Eailroad and did not ship 
over that road until several years thereafter (Cassatt, vol. 20, 
pp. 21-2). 

Mr. Eockefeller testifies in respect to the connection 
of Standard Oil stockholders with the South Improvement 
Company : 

"Q. Mow Mr. Eockefeller, the leading men in the 
Standard Oil Co. of Ohio at this time were yourself 
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and your brother, William, and Mr. H. M. Flagler, were 
they not ? A. They were. 

Q. Did you or your associates initiate that South 
Improvement scheme ? A. We did not. We did not. 

Q. Did you have anything to do with the acquiring 
of the charter that they got ? A. We did not. 

Q. Did you negotiate the contract with the rail- 
roads ? A. We did not. 

Q. The interests that you have mentioned, in Phila- 
delphia and Pittsburg were fellow-refiners in the same 
business, were they not ? A. They were refiners in the 
same business. 

Q. Were they large Pennsylvania interests ? A. 
They were the largest Pennsylvania interests, and al- 
lied with Mr. Scott in the freighting scheme, in com- 
petition with ns. 

Q. Did they come to see you about it ? and confer 
with you about it ? A. They did. 

Q. What position did you take about it, from the 
beginning ? A. We did not share their views as to the 
plan. We so frankly stated to them, and more than 
once. 

Q. Did you have have faith or confidence in the 
practicability of such a plan ? A. I shared the views 
which my associate, notably Mr. Flagler, had very pro- 
nouncedly, that it was not a scheme which we ourselves 
v/ould care for. 

Q. You took an interest in the matter ? A. We 
took an interest. 

Q. Now, why did you take that with the attitude 
that you had toward it ? A. In order to come to some- 
thing like a correct understanding as to how we would 
be influenced, it must be remembered that Mr, 
Thomas A. Scott, the then potent factor in the Penn- 
sylvania road, was not to be disregarded by any 
means by railroads or by shippers. Mr. Scott, 
and I might say also, our friends whose names 
I have mentioned, were very enthusiastic about the 
bringing about of an adjustment of the divisions in rail- 
road traffic, and that was a scheme that they were 
wedded to. We did not wish to break with these gen- 
tlemen. We especially did not wish to break with Mr. 
Scott. We assented, not having confidence, and most 
plainly stated these things, notably to Mr. Warden. 

Q. Were you at any time, in the very beginning of 
it, a controlling interest in the matter ? A. We were 
only a minority interest. Mr. Flagler, Mr. William 
Eockefeller, and I were subscribers ; I do not remember 
the amount, but it was, I should surely say, a decided 
minority. 
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Q. Well, the Standard Oil interests were in the 
minority ; you remember that ? A. I should say so. 

Q. Do you recall whether any stock was ever issued ? 
A. I have no recollection about it. I do not have any 
idea that I ever saw a share of that stock. But I could 
not say positively. 

Q. Well, the scheme, whatever it was, failed, Mr. 
Eockefeller ? A. The scheme never went into operation. 
There was never any business done under the South 
Improvement Company. That was well understood at 
the time. 

Q. Can you say from your recollection that the stock 
was never issued, and no money ever paid on it ? A. I 
believe that it was never issued. 

Q. And no money ever paid on it ? A. And no 
money ever paid. 

Q. Is that your best recollection ? A. That would 
be my recollection. 

Q. Now, if I understand you, that was the result 
that you expected, was it not ? A. It was the result 
that Mr. Flagler and I, with my brother, expected. But 
•we deemed it better not to break with the powerful Mr. 
Scott, and not to disregard the wishes of the large re- 
fining interests there who were so anxious to bring it 
about. * * * " (J. D. Rockefeller, vol. 16, pp. 3069- 

3070). 

" Q. At this time had these Pennsylvania refiners 
whom you have mentioned, Warden, Frew & Co. and the 
others, any relations of interest with you whatsoever ? 
A. Oh, none whatever. 

Q. I mean, with you or with the Standard Oil Co. 
of Ohio ? A. None whatever. We were competitors. 

Q. There was no relation of common interest be- 
tween you in any business ? A. Oh, none whatever. 
Our interests were entirely distinct, and we were com- 
petitors in the business in every sense of the word. 
* * * " (Mr. Eockefeller, vol. 16, p. 3071). 

The theory of the promoters of the enterprise, as they re- 
presented it to Mr. Rockefeller and his associates, was that it 
would not only solve the difficulties of the railroads in appor- 
tioning traffic and maintaining rates, but would benefit the 
entire trade, every producer, manufacturer and shipper being 
treated alike, and rate wars and rebates being done away with 
(J. D. Rockefeller, vol. 17, pp. 3145-6). The plan aroused great 
opposition ; the charter of the company was repealed in March, 
1872 ; no oil was ever hauled under its contracts with the rail- 
roads ; no money was ever paid on the subscriptions to its 
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capital stock (J. D. Kockefeller, vol. 17, pp. 3070-71, 3141, 
3143; Emery, vol. 6, pp. 2612-4, 2723). The raise of 
rates made by the railroads at the time of the South Im- 
provement Company contract (Emery, vol. 6, p. 2722, Lombard, 
vol. 1, pp. 247-8) was, as far as appears, uniform to all 
shippers, including the Standard Oil Company. The in- 
creased ^ rates charged by the New York Central were 
not paid by independent shippers (Lombard, vol. 1, 
p. 248). It is proved that after the South Improveraent plan 
was abandoned the New York Central treated all shippers alike 
(Emery, vol. 6, p. 2639). The oil region refiners kept right on 
in business unaffected by the South Improvement Company 
plan (Emery, vol. 6, p. 2616). There is no evidence that any 
refiners elsewhere were in any way affected. The plan had 
nothing to do with the acquisition hy the Standard Oil Com- 
pany of the Cleveland refineries (J. D. Rockefeller, vol. 16, pp. 
3065, 3147). The manifesto, purporting to set out the aims of 
the organizers of the South Improvement Company (Emery, 
vol. 6, pp. 2619-2624) is not shown by any evidence whatever 
to have been issued or signed by the Standard Oil Co. (of 
Ohio) or any of its stockholders (J. D. Eockefeller, vol. 16 pp 
3143-5). 

2. The Standard Oil Company was not a party to the Pool- 
ing Agreement of 187 ^, and had nothing to do with bringing 
about that agreement. The purpose of the agreement toas the 
practical solution of railroad difficulties. The limitation of its 
benefits to pipe lines maintaining agreed rates of pipeage was 
necessary to the attainment of its primary object. The claim 
that it took away the rights of the oil region refiners and that 
this was done in order to benefit the Standard Oil Compa?iy, is 
wholly unwarranted. 

The agreement of 1874 between the various oil carrying 
railroads (annexed to the Bill as Ex. 6), provided for an ap- 
portionment of the oil traflBc between the oil carrying roads in 
accordance with the amounts actually carried during the pre- 
vious two years. It put Pittsburg and Cleveland and the oil 
regions, the three chief interior refining points, on an equality 
so far as concerns rates to the seaboard, and put all points, 
from which crude oil was shipped, on an equality in respect 
to such shipments. To equalize the interior refining points it 
provided that the shipper of refined oil from any such point 
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should be entitled to a drawback equivalent to the freight paid 
by him on the crude oil from which the refined oil was made ; 
and it provided for a rebate of twenty-two cents a barrel on 
crude oil shipped to seaboard, which exactly offset the draw- 
back on refined oil from interior points and put seaboard re- 
fining points on an equality with Cleveland, Pittsburg and the 
oil regions. The only limitation upon the payment of the 
prescribed drawbacks and rebates was that they were to be 
paid only on oil reaching the initial points of rail shipment 
from pipes, the owners of which maintained agreed rates of 
pipeage. Of the pipe line companies that put themselves in a 
position to obtain the benefits of the contract (Pet. Ex. 770, 
vol. 10, p. 1817) there were only two in which the Standard 
Oil interests were interested. They owned the stock 
of the American Transfer Company; they had a 
one-third interest in the firm operating under the 
name of the United Pipe Lines ; they had no interest 
whatever in the Union Pipe Company, the Antwerp Pipe 
Company, the Oil City Pipe Company, the Grant Pipe Com- 
pany, the Karns Pipe Company, the Belief Pipe Company, the 
Pennsylvania Transportation Company, or the Sandy & Milton 
Pipe Lines (J. D. Eockefeller, vol. 16, pp. 3223-4). 

The object of the contract of 1874 between the oil carrying 
roads was obviously the adjustment of railroad problems. The 
refiners upon the different lines of road, upon whose prosperity 
the roads were dependent for transporting oil, were put on a 
parity. The provisions limiting the application of the draw- 
backs to the pipe lines observing agreed rates of pipeage, 
were necessary ; otherwise the provisions contemplating a 
uuiform charge for transportation from the wells to the sea- 
board would have been ineffective (J. D. Eockefeller, vol. 16, 
pp. 3100-1 ; 3148-50). 

Mr. Rockefeller says (p. 3101) : 

" The effect was to prevent the interference with car- 
rying out the idea that each point would be placed on 
the same basis, the same opportunity offered the refiner 
at each point in the freighting of his oils, whether car- 
ried to Cleveland, for example, or to some other point 
and there refined and carried back." 

There is no evidence whatever to show that the Standard 
Oil Company had anything to do with the bringing about of 
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the contract between the oil carrying roads, but there is no 
reason why it should not have urged the roads to adopt the 
principle embodied in it. Many arguments may be urged to 
establish the fairness of the principle, and anyone who might 
be benefited by its adoption had a perfect right to advance 
these arguments. 

The contract did not work to the advantage of the Standard 
Oil interests except to the same extent that it operated to the 
advantage of other refiners in Cleveland and Pittsburg. There 
were refiners in Cleveland not connected with the Standard 
Oil interests ; and in Cleveland and Pittsburg together the 
refiners not connected with the Standard Oil interests were 
probably more numerous and more important than those in 
the oil regions. There were also many important refiners at 
the seaboard who were in a position to obtain the benefits of 
the contract. The arrangement worked against the refiners 
located in the oil regions only in so far as it placed them upon 
an equality with the refiners at Pittsburg and Cleveland and 
the seaboard in respect to oil intended for export and thereby 
neutralized the advantages of their location. 

Similar arrangements have always been a common feature 
of rate making. The same principle governs in the cases where 
milling in transit is permitted. Provisions permitting milling 
in transit are a common feature in the tarififs of all grain 
carrying roads. 

The railroad contract of 1874, like all similar arrangements, 
was regarded as a great injustice by those whose interests 
were injuriously affected. Some refiners in the oil regions 
who, notwithstanding their inability to compete on equal 
terms with the large refineries at Cleveland, Pittsburg and on 
the seaboard, had managed to continue in business through 
their proximity to the oil fields, were unable to stand the stress 
of competition after the contract of 1874 went into effect. To 
this fact is to be attributed the animosity of Mr. Emery 
against the Standard Company, which he insists upon regard- 
ing as the author of the contract between the railroads. It is 
also the explanation of the closing down of the oil region refin- 
eries after 1874, to which he testifies. He asserts that the 
effect of the contract was to shut down every refinery on Oil 
Creek (Emery, vol. 16, p. 2636). His own refinery, the 
Octave, had a pipe line that delivered oil direct 
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to his refinery. Under the terms of the contract 
he, of course, was not entitled to a drawback 
on his oil shipments (vol. 6, p. 2727). He 
shut down immediately after the arrangement went into effect 
(Vol. 6, p. 2636). Mr. Emery's statements as to the havoc 
worked in the oil regions generally by the contract of 1874 are 
very greatly exaggerated, for example : Porter, Moreland & 
Co., at Titusville, continued in active business until their firm 
was purchased by the Standard Oil interests in 1875 (J. D. 
Arehbold, vol. 17, p. 3228). The same was undoubtedly true 
of a number of other refiners in the oil regions (J. D. Arch- 
bold, vol. 17, p. 3241). Many of the small refineries had failed 
or gone out of business, or been absorbed by larger works, 
prior to the agreement of 1874 (Emery, vol. 6, p. 2627). 

3. The arrangements respecting oil termi?ials were fully 
warranted hy the circumstances. In making such arrangements 
luith the Standard Oil Company the railroads only followed 
their previous practice. The Standard Oil Company neither 
sought to obtain nor did obtain any illegitimate advantage 
through these arrangements. 

The contract of April 17, 1874, between the Standard Oil 
Company on the one side and the Erie E. R. Co. and the 
Atlantic & Great Western E. E. Co. on the other (Ex. 3 annexed 
to the Bill of Complaint) is the earliest of the terminal con- 
tracts. The Standard Oil Company agreed to ship by the 
railroads fifty per cent, of the products of its refineries destined 
for New York, at rates to be agreed upon by the President of 
the Atlantic & Great Western E. E. and the Standard Oil 
Company, satisfactory to the President of the Atlantic & 
Great Western E. E., and not higher than the rates paid by 
the competitors of the Standard Oil Co. from competing 
Western refineries to New York by all rail lines. The Standard 
Oil Co. assumed the risks of transportation and the obligation 
to load and unload cars, and to furnish its products for 
transportation with as great regularity as possible. The 
railroads agreed to furnish a sufHcient number of good and 
suitable cars to transport the products of the refineries when 
loaded thereon, and to do all switching necessary to the 
prompt conduct of the business. The Erie Eailway Co. 
leased to the Standard Oil Co. the Weehawken Oil Yards in 
Jersey City. The Standard Oil Co. agreed to pay as rental 
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for the yards five cents per barrel on all oil passing through 
the yards ; that it would conduct the oil yards as an oil ware- 
house, giving all patrons of the road using the yards fair 
and equal facilities for the oil business at uniform cost, and 
that the warehousing charges should be always as low as those 
of any other oil yard affording equal facilities for the trans- 
portation, storage and preparation for shipment of oil at the 
terminus of any railway, or other line competing with the 
Erie E. E., at or adjacent to the port of New York. The lease 
was renewed on similar terms in March, 1875 (Ex. 4, annexed 
to the Bill of Complaint). 

The terminal contract between the New York Central & 
Hudson Eiver E. E. and the Standard Oil Co. was made in 
July, 1875. The Standard Oil Co. agreed to provide at 
Hunter's Point, L. I., and at the foot of 65th Street on the 
North Eiver, New York City, commodious warehouses, wharves 
and piers provided with tankage and all necessary appliances 
for the receipt, handling, cooperage, warehousing and delivery 
of crude oil and the products of petroleum, and to unload and 
handle at 65th Street and at Hunter's Point Yards respec- 
tively all crude oil and all refined oil consigned to those points. 
Provisions similar to those contained in the Erie contract 
assured to all shippers equal treatment and facilities. The 
railroad agreed that it would deliver all crude and refined oil 
at the 65th Street yards and Hunter's Point respectively 
" unless otherwise consigned ", and would pay to the Standard 
Oil Company for its service, under the contract ten per cent of 
the current rate of freight on the oil carried for the Standard 
Oil Company. 

These are the contracts cited by the Government as show- 
ing that the Standard Oil Company aimed at acquiring a 
monopoly of the terminal facilities at New York Harbor with 
a view to subjecting rival shippers to excessive charges, and 
to espionage. The Bill alleges that by similar arrangements 
control was obtained of the terminal facilities of the Penn- 
sylvania E. E. at Jersey City, and also of the terminal facili- 
ties at Philadelphia and Baltimore. There is no evidence 
of any such arrangement, either at Philadelphia or Baltimore. 
The stock of bhe National Storage Company, which owned 
an oil terminal at Jersey City that had been used by the 
Pennsylvania E. E. was acquired from the stockholders of 
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that Company in 1881, at the time of the organization of the 
National Transit Company (Def. Exs. 282, vol. 19, p. 678, and 
328, vol. 19, p. 774). 

The terminal facilities at 65th Street, in New York City, 
and at Hunter's Point, never belonged to the New York 
Central E. E. Co. nor had the Pennsylvania E. E. ever owned 
the National Storage Co. (J. D. Eockefeller, vol. 16, pp. 
3133-5 ; Def. Ex. 282). 

The Weehawken Docks to which the contract with the 
Erie Eoad relates appear to have been built by a private 
corporation and to have been acquired subsequently by the 
Erie Eailroad (Bostwick, vol. 6, p. 3309). It does not appear 
that the docks were used as oil terminals prior to 1869. In 
that year J. A. Bostwick's firm leased them from the Erie and 
for three years managed the docks, handling and warehousing 
oil for shippers over the Erie (Bostwick, vol. 6, pp. 3309-11), 
collecting the freight as well as the terminal charges (Bost- 
wick, vol. 6, p. 3311). Bostwick at this time was an inde- 
pendent shipper having no connection with the Standard Oil 
Company. For two years after the expiration of the Bostwick 
lease, the Erie tried managing the docks themselves and then 
leased them to the Standard. The yards at 65th St. and North 
Eiver in New York City were originated by Lombard, Ayres 
& Co., who leased the ground from the Metropolitan Gas 
Company (Bostwick, vol. 6, p. 3314). Bostwick took over the 
lease and bought the fixtures (id.). The yards became the 
property of the Standard Oil Company (Def. Ex. 282, vol. 19, 
p. 678). The Hunter's Point Yards also belonged to the 
Standard Oil Company (J. D. Eockefeller, vol. 16, p. 3132). 

Mr. Eockefeller testifies in reference to the terminal con- 
tracts as follows : 

" Now, what was the occasion for those contracts ? 
A. We were handling these large quantities of oil. We 
were warehousemen. We were natural parties to take 
these warehouses and handle them. It was in our 
regular business of the receiving and shipping of the 
oil, and we had the oil which was constantly coming 
forward, that we wanted a place for. They wa,nted 
experienced warehousemen who could handle the ware- 
houses in the best manner ; a simple, natural arrange- 
ment to be made between the railroad company and the 
men best calculated to conduct the business. 
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Q. Now, let me ask you, is oil tliat is transpoited 
in barrels on railroads subject to damage and injury, 
leakage, requiring special and particular attention when 
it reaches its terminus ? A. In those days especially, 
when the oil was so largely transported in the wooden 
packages such as I referred to, often of green wood, 
with exposures to sun and weather, it required the 
emptying of the barrel, the recoopering of the barrel, 
shortening up the hoops, and reglueing the package if 
necessary, and whatever rendered it acceptable to the 
purchaser of the oil, before he would consent to its 
being loaded into the ship. The regular services of 
warehousemen were performed by us in these cases. 

Q. That was a special sort of a service, was it not ? 
A. A special sort of a service, for which we were 
eminently fitted. 

Q. You were very large shippers? A. We were, 
certainly. 

Q. And your oil was coming there and needed atten- 
tion when it got there ? A. Certainly. 

Q. Was that sort of attention, the cooperage and 
handling of the oil there, within the ordinary work of 
railroad employees ? A. Not at all ; not at all. 

Q. It required a special class of employees ? A. 
Oh, yes. It was not a warehouse business in the ordi- 
nary sense, where all classes of merchandise areheld. 
It was this peculiar business which was our business, 
and the railroad companies we thought chose the proper 
parties to be their warehousemen. 

Q. And that was the occasion of these contracts in 
regard to the oil terminals ? A. It was. 

Q. To have the service that was required there of a 
special kind properly rendered ? A. That was a part 
of what we contracted to render. 

Q. And which was necessary in the case of your 
own shipments? A. Oh, yes." (J. D. Eockefeller, 
Vol. 16, pp. 3099-3100.) 

The charge made by the Government that the oil terminals 
were leased with a vi6w to imposing prohibitive terminal 
charges on other shippers is not supported by a scintilla of 
evidence. By the terms of the New York Central contract 
any shipper could, if he chose, consign his oil to delivery 
points other than the Standard terminals (See contract). As 
a matter of course, any shipper who chose to do his own ware- 
housing, cooperage, etc. could take his oil on its arrival. Oil 
was delivered by the New York Central at its 30th St. Station 
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(Lombard, vol. 1, p. 249). The occupancy of the Erie Docks 
at Weehawken was for only a short period (J. D. Eockefeller, 
vol. 16, p. 3165). There is no evidence that the National 
Storage Company was at any time the sole oil terminal of 
the Pennsylvania Railroad or that it was used as a gen- 
eral oil terminal by that road after it passed into the 
hands of the Standard Oil Company. The contracts in 
terms required fair and equal terminal charges. Each re- 
quired that the charges should be as low as the terminal 
charges on oil reaching New York by other lines of trans- 
portation. There is no evidence that the Standard Oil Com- 
pany ever at one time had possession of more than two oil 
terminals. The Erie Canal, as well as other railroads, afforded 
7n,eans for the transportation of oil (Lombard, vol. 1, p. 249). 
There is no evidence that the terminal charges were not at all 
times just and fair or gave the Standard Oil Company any 
illegitimate advantage. 

Mr. Lombard, a witness called on behalf of the Govern- 
ment, was a competitor of the Standard Oil Company during 
its occupancy of the oil terminals. He testifies : 

" Q. How long did they have control of these ter- 
minals ? A. I don't know. 

Q. Have them yet ? A. They may have them yet ; 
I don't know. 

Q. You don't know about that. While they had 
control of these terminals for these railroads, all oil 
shipped over these railroads had to be handled by 
them, did it not, whether it was shipped by the Stan- 
dard Oil Company or by other companies ? A. Yes, it 
all went through those yards. 

Q. All went through the yards ? A. Except what 
came by canal. 

Q. Yes. Of course what came by canal didn't go 
through those yards ? A. And I think some refined 
oil was shipped over the New York Central road to 
30th Street, which was not one of the regular terminals. 

Q. Well now, what if any advantage would the pos- 
session of these terminals give the Standard Oil Com- 
pany ? A. Nothing except a knowledge of the business 
and what money they could make out of it. 

Q. What is that ? A. And what money they could 
make out of it. 

Q. Well they could fix terminal charges, couldn't 
they ? A. Yes, but there was a regular scale. * * * " 
(Lombard, vol. 1, p. 249). 
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4. The charge that illegitimate advantages over other ship- 
pers were obtained hy the Standard Oil interests through rebates 
and rate concessions from railroads and that such rebates and 
concessions were obtained for the purpose and had the ejfect of 
putting competitors at a disadvantage and driving them out of 
business, is not sustained. Prior to 1875, and subsequent to 1880, 
the Standard Oil Company received no better rates than were 
generally accorded to other shippers. In the interval, the conces- 
sions in rates obtained were coupled with obligations that fully 
neutralized any advantage resulting therefrom, or were accorded 
equally to other shippers. Concessions were 7iot obtained for the 
purpose of driving competitors out of business ; and no com- 
petitors were driven out of business or crippled in their opera- 
tions by reason of any concessions obtained. 

The principle that railroads should accord equal rates to 
all shippers and should strictly adhere to the rates stated 
in their published tariffs was not established until long 
subsequent to 1882. Each shipper got the best rate he 
could and railroads gave all sorts of special rates to secure 
traffic. 

Mr. Archbold testifies as follows : 

" Q. I am talking now about the period, say, from 
1865 to 1875-6-7. How about the payment of rebates 
and drawbacks during those early years by railroads, 
not only in the petroleum business but in business gen- 
erally ? A. My answer on the question generally would 
be that the carriage of freight was a question of bargain 
as between the shipper and the railroad. It was true of 
all that period, and of the period up to the date, if you 
please, of the passage of the interstate-commerce law. 
Any man knew that he could go to the railroad and bar- 
gain for the transportation of his goods, as he would 
go to a merchant and bargain for a bill of goods. It 

was a question of bargain. 

******* 

Every man who had freight to transport knew 
that he could go to the different railroads and bar- 
gain among them for a price at which it should be 
transported. 

Q. And prior to the time that Porter, Moreland & 
Company sold out to the Acme Oil Company was that 
your experience in the conduct of the business ? A. It 
was my experience. I arranged for the freight, bar- 
gained for the freight for Porter, Moreland & Company 
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and for a number of other concerns whom I represented 
in the shipment of their goods, just as closely as I knew 
how, through all those years ; and I found, after knowing 
more about the business of the Standard Oil Company, 
that I had not done so badly in many cases. 

Q. Now, prior to your connection with the Acme 
Oil Company, back in 1872, you spent some time here 
in New York representing six or eight different refining 
interests, did you not ? A. I was here in New York 
practically from 1872 to 1875, or was most of the time 
here. 

Q. Doing what ? A. I was here as the sales agent 
for a number of oil-region refineries, my own concern 
among the number. 

Q. And refineries and interest not in any way then 
connected with the Standard Oil interests ? A. No, sir. 

Q. During that time that you were representing 
these other interests you had to do with this freight 
question ? A. I did. I made freight engagements for 
these different concerns. 

Q. And made them in the way that you have just 
described? A. I did, and I knew that others were 
doing the same thing. 

Q. Did you ever know what your next-door neigh- 
bor was getting in those days ? A. I did not, except as 
I could find it out by the most careful possible inquiry, 
and then I tried to beat him. * * * " 
(Archbold, Vol. 17, pp. 3241-3242) 

" Q. Now, you testified, as I recall, that during the 
early days you were familiar with the rate situation in 
Pennsylvania, and Pennsylvania to the seaboard, did 
you ? A. I did, and I was. 

Q. For how many years '? A. I had to do it espec- 
ially up to 1881 and 1882. I had to do with it espec- 
ially beyond that, I should say. 

Q. I did not get your answer. A. Perhaps well into 
the eighties. 

Q. And as I understood your testimony the question 
of rates was a question of personal contract between 
the shipper and the railroads ? A. Up to the passage 
of the Interstate Commerce law that was certainly true. 

" Q. It then depended upon who could make the 
best contract, did it ? A. It was obligatory on every 
shipper to make the best contract he could. 

Q. That is, if he wanted to succeed ? A. If he ex- 
pected to succeed, and most everybody did. 

******* 

(Archbold, Vol. 17, pp. 3446-8447) 

******* 
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" Q. Tou were getting big rebates at that time " {i. e. 
1879) " for the Acme Company, weren't vou? A. The 
question of contracting for freight in those days was 
one of bargain always. There was no such thing, as a 
matter of fact, as established tariffs. Every man who 
had any considerable freight to ship knew that he must 
go, and he did go, and shop between the different roads 
for the best rate that he could get, and there was no 
concealment or secret with reference to that matter. All 
shippers knew it. It was known to the general public, 
and it was not peculiar to the oil business. The oil 
business was in no different relation to that matter than 
other classes of trafiSc. * * * " 

(Archbold, Vol. 17, p. 3454). 
***** 

" During the year 1878 did you not get from the Penn- 
sylvania Eailroad, before that contract was entered into, 
for the Acme Oil Company, a rebate of 63 cents out of 
$1.29 ? A. I do not remember as to the date or what 
the contract for shipments at that period was. I got 
during the year 1877 from the Pennsylvania Eailroad 
Company, if I shipped by them during that year, the 
very best terms possible for the shipment of my freight. 

" Q. And were they not about half what the pub- 
lished rate was ? A. I do not think there was any pub- 
lished rate 

Q. There was a known rate, wasn t there i" A. it 
there was any such thing as a nominal rate everybody 
knew that it was purely nominal. There was no shipper 
of petroleum in those days who was so far behind 
in knowledge of the current business as to not under- 
stand that he must bargain for his freight. * * ^ 
(Archbold, Vol. 17, p. 3455). 
***** 

" Q. And it was very important to get in the in- 
dustry as low a rate as possible? A. As a manu- 
facturer it was so. It was certainly desirable. 

" Q. And the big shippers usually got the lower rate, 
didn't they ? A. I do not know at all as to that. 
***** 
(Archbold, Vol. 17, p. 3462). 

Mr. Irwin, called on behalf of the Government, testifies in 
respect to freight rates in the early 70's as follows : 

« Q In those early days, Mr. Irwin, was there a good 
deal of railroad rate-cutting, fierce strife among the 
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railroads to get all the business they could ? A. I thiuk 
there was. There was great rivalry between the New 
York Central system and the Pennsylvania. They were 
fussing all the time about something or other. 

Q. I suppose, as a matter of fact, freight was bought 
and sold in those early days about like any other com- 
modity, wasn't it ? A. No, I don't think it was. I 
think there was a rate of freight. 

Q. Well, that was not very closely adhered to, was 
it ? A. No, it was not. There were drawbacks and 
drawbacks within drawbacks. 

Q. And that was true of practically all the indus- 
tries ? A. Everybody got drawbacks in those days. It 
was in the air. The rate of freight on a barrel of re- 
fined oil I have known to be as high as $2.05 a barrel 
from Pittsburg to Philadelphia, and the last I knew 
about it it was 4C cents. 

Q. I suppose in the early days, when the rate was 
$2.05, there were some drawbacks ? A. I think there 
was. 

Q. And every shipper fought for the best rate that 
he could get ? A. That is what we are trying to 
do. * * * " (Irwin, Vol. 6, pp. 3026-3027). 

Mr. Emery, called as witness by the Government, says : 

" Q. Was the Standard Oil Company th.e only in- 
dustrial organization, that you know of, that accepted 
rebates prior to 1887? A. Oh, no. The question was 
raised previous to that time by other people. 

Q. Were rebates paid by railroad companies to 
your knowledge, to other people? A. Only through 
what I have read, that is all. 

Q. Well, didn't your concern itself, at one stage of 
its career, get rebates from the railway companies ? 
A. I would say that in the very early history of the 
Octave Oil Company, when we were shut down, we 
went to the railroads and they said that they would 
give us 25 cents rebate. 

Q. 25 cents ? A. I think it was 25 cents a barrel. 

Q. A rebate from what ? A. Per barrel on oil. 

Q. Do you mean from the published tariff? A 
Yes. Now this is hearsay. That is what came up be- 
fore the board of the company. 

Q. Was it paid ? A. It was reported to the di- 
rectors by the manager of the company. I didn't know 
it personally. 

Q. And you were one of the directors ? A. Yea, sir. 
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Q. That is, the manager of your company reported 
to your board of directors, of which you were a mem- 
ber — A. Yes. 

Q. That the railway company had offered to give 
you a rebate of 25 cents per barrel. A. I think it was, 
Mr. Rosenthal. 

Q. And was the proposition accepted ? A. I don't 
know whether it was or not. I rather think it was. 

Q. Don't you know that it was ? A. Well, I 
couldn't swear. * * * " (Emery, Yol. 6, pp. 2772- 
2773) ^^ 

Even subsequent to 1882 the Pennsylvania Eailroad paid 
rebates to refiners and shippers in no way connected with the 
Standard Oil Company subsequent to 1882 (Emerv, vol. 6, p. 
2774). 

Tbere is no evidence that prior to 1875, the Standard Oil 
Company got any better rates than were accorded to others. 
Mr. Lombard testifies that at least down to 1873 or 4 he got 
as good rates as the Standard Oil Company (vol. 1, p. 246). 
Mr. Emery testifies that in 1872 the New York Central Eoad 
promised to treat all shippers alike and faithfully kept its 
promise (Emery, vol. 6, p. 2639). In 1874 and 1875, the oil 
region refiners represented by Mr. Archbold were getting re- 
bates and Emery's refinery was getting a rebate of 25 cents a 
barrel. There is no evidence that the Standard Oil Companv 
was doing any better (Emery, vol. 6, p. 2773 ; J. D. Archbold, 
vol. 17, pp. 3241-2). 

The contract dated January 29th, 1880, between the Stand- 
ard Oil Companies and the Petroleum Producers' Union and 
the contract of April 27, 1880, between B. B. Campbell and 
the Pennsylvania Railroad (Bill of Complaint, Ex. 10) provide 
for an entire abolition of the system of rebates, discrimina- 
tions and special concessions and all the evidence in the case 
is to the effect that all special concessions to the Standard Oil 
Companies ended with the execution of these contracts and 
that equal terms were accorded to all shippers (Bill of Com- 
plaint, p. 36 ; Emery, vol. 6, p. 2641). 

The interval between 1875 and 1880 may be divided into 
three periods : (1) from some time in the earlier part of 1875 
to the spring of 1877 ; (2) from the spring of 1877 until the 
fall of 1877 ; (3) from the fall of 1877 until the end of 1879 
or the beginning of 1880. 
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During the first period the New York Central terminal 
contract (Ex. 5, annexed to the Bill) went into effect ; and the 
Standard Oil Company first began shipping extensively over 
the Pennsylvania Eailroad. The New York Central contract 
provided for a concession of 10 per cent, on rates in 
consideration of the construction and management of the 
oil terminals at 65th Street and Hunter's Point. The only 
other testimony in the case from which concessions by the 
other road, during this period can be inferred is the testimony 
of Mr. Oassatt, given in the case of Commonwealth vs. Penn- 
sylvania R. B. (vol. 20, pp. 1 et seq.). This testimony is not 
rightfully in the case, being inadmissible on any known theory 
of evidence. Mr. Cassatt says that in 1875, the Pennsylvania 
E. E. made its first contract with the Standard Oil Company 
(vol. 20, pp. 21-22). He gives as the reasons for making the 
contract : 

u * * * -^Ye found they were getting very strong 
and they had the backing of the other roads, and if we 
wanted to retain our full share of the business and 
get fair rates on it, it would be necessary to make 
arrangements to protect ourselves." 

He states that The Standard Oil Company, after the con- 
tract with the Pennsylvania Eoad, divided its trafiBc between 
the New York Central, the Erie and the Pennsylvania, and 
after 1876 gave a share of it to the Baltimore & Ohio also. 
There is no evidence (except Ex. 5) to show the terms of the 
arrangements between the Standard and the railroads, and no 
evidence that exclusive concessions were made to the 
Standard. 

The second period was the period of the rate war growing 
out of the entry of the Empire Transportation Company into 
the refining business. It lasted only a few months. The 
Standard Oil Company withdrew its shipments from the Penn- 
sylvania Eailroad and shipped exclusively by the other lines. 
Eates were cut until they were very low (J. D. Eockefeller, 
vol. 16, pp. 3087-8). There is no evidence that the cuts made 
by the other roads in favor of the Standard were not made 
equally in favor of their other shippers (Cassatt, vol. 20, p. 27). 
The independent refiners who shipped over the Pennsylvania 
Eailroad during this period enjoyed rates that were probably 
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as low as any that the Standard got and sustained no injury 
from the contest (Cassatt, vol. 20, p. 18). The rate war between 
roads was not begun or carried on with a view to enabling the 
Standard Oil Company to acquire the refineries and pipe lines 
of the Empire Transportation Company (J. T>. Eockefeller, vol. 
16, p. 3089). As far as the pipe lines were concerned, it was 
a very reluctant purchaser (Cassatt, vol. 20, pp. 35-6). Mr. 
Cassatt gives a very clear account of the causes that brought 
about the rate war : 

" By Mb. MacVeagh : 
Q. What, in your judgment, was the occasion of the 
notice from the Standard to your company in the spring 
of 1877 that it would cease to ship oil over your lines ? 
A. They stated their reason, not perhaps in the formal 
notice, biit in many interviews between us, to be that 
they objected to the Empire Transportation Company, 
which was the organization having charge of the oil 
traffic of the Pennsylvania Eailroad and its connecting 
lines, being in the oil refining business as a competitor 
of theirs. They claimed that in many ways this gave the 
Empire Transportation Company the advantage, if they 
chose to take the benefit of it, and believed that they 
did take advantage of them in the distribution of cars 
and in many ways. 

Q. At that time were any of your competitors for the 
business of the Standard Oil Company engaged or 
likely to engage in the refining business as a competitor 
of the Standard ? A. No sir ; they were not. On the 
contrary, they protested strongly against our having any 
direct or indirect interest in or control over the refining 
business. They claimed that the fact that the Empire 
Transportation Company controlled a refining business 
gave us indirectly a control of the refining interest, and 
that gave us an advantage over them that they would 
would not submit to. 

Q. In other words, was or was not the complaint 
that you were annexing to the business of transporta- 
tion, by the indirect mode of using the Empire Trans- 
portation Co. as a refiner, the business of a manufacturer 
also ? A. They claimed that. 

Q. And were thus at the same time assuming an 
unfair relation to the other transporting companies 
and to the Standard as a refining company ? A. That 
was their statement. 

Q. Was or was not the effort to compel you to adopt 
that view the real cause of the struggle in the oil traffic 
in the summer of 1877 ? A. It was." (Cassatt, vol. 20, 
pp. 23-4). * * * 
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« * * * In the spring of 1877 they (the Empire 
Transportation Company) were building this refinery 
here in Philadelphia ; they were enlarging the refinery 
in New York. As to whether they had any arrange- 
ments with the refiners in Pittsburg or were making 
leases there, I do not know. My impression is that 
they did have some arrangement of that kind, but I 
cannot speak of mv own knowledge." (Cassatt, vol. 20, 
p. 35). 

The third period began in October, 1877, with the settle- 
ment of the Empire Transportation Company rate war and 
continued until the abolition of the system of rebates and con- 
cessions at the beginning of 1880. It lasted altogether about 
two years. The nature of the arrangement prevailing during 
this period is indicated in Exhibit 7, annexed to the Bill of 
Complaint. The Standard Oil Company agreed with the 
Pennsylvania Eailroad to so regulate its shipments that its 
total oil traffic to each of the seaboard cities should be the pro- 
portion of the total oil traffic to which, according to the under- 
standing between the trunk line roads, it was entitled. The 
Standard guaranteed to the Pennsylvania not less than 
2,000,000 barrels a year and was to make good any loss of 
profits due to a failure to carry out its guarantee ; it agreed, 
as far as practicable, to ship crude oil and refine it in 
Philadelphia; and otherwise promote the interests of 
the Pennsylvania Eoad. The rates were to be fixed by the 
trunk lines, but should be so fixed as to put the Standard on 
a parity at all times with shippers using competing lines. The 
Pennsylvania was to pay the Standard a commission of not 
less than 10 per cent of the freight on its oil shipments and 
was not to pay a like commission to any other shipper unless 
such shipper guaranteed an equal amount of traffic. This 
arrangement imposed obligations on the Standard Oil Com- 
pany that fully offset any advantage over other shippers to be 
derived from it. Mr. Rockefeller testifies : 

" Q. Now, will you tell us the reasons for that con- 
tract, and what service you rendered under it as long as 
it lasted ? A. We rendered ample service for it. We did 
for them what they could not do for themselves. 

Q. What was that ? A. We did it to our own dis- 
advantage at times, ofttimes ; sent our shipments to 
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such ports and at such times as to preserve the regular- 
ity of the shipments, which was a thing much desired by 
the railroad companies, to the end that they should get 
the amounts which they had among themselves agreed 
upon, to be shipped to each of the ports from which we 
were exporting the oil. 

Q. Do I understand you by that that at a particular 
time — for instance, to preserve the proportion of the 
Pennsylvania Railroad — you would ship oil to your dis- 
advantage to Philadelphia, when under normal condi- 
tions of your business you would have shipped that oil, 
say, to New York ? A. I do say that. We made the 
shipments to conform to their agreements as to divisions, 
and that was done from time to time in quantities to 
enable them to carry out the divisions of the traflBc and 
secure for themselves fair transportation rates. 

Q. Were you interested in the particular divisions 
of proportions between the railroads themselves ? A. 
It was not our affair. It was their affair ; they desired 
it. It was a service which we rendered to them. 

Q. In evening the shipments ? A. In evening the 
shipments. 

Q. And what about your business enabled you to 
perform that function ; was it the volume of your busi- 
ness ? A. The volume of our business from the differ- 
ent points that were then engaged in refining — at 
Philadelphia, at Oil City, at Pittsburg, at Cleveland ; 
and we made the shipments as they required them. 

Q. Whether that was to your advantage or not ? A. 
Whether that was to our advantage or not. That was a 
part of what we covenanted to do. 

Q. Now will you tell us in regard to the guaranty 
that you gave in this contract ? You gave a guaranty 
of a minimum, did you not ? and you had to pay on the 
basis of that minimum in any event ? A. We did ; 
yes. What they desired was large and regular ship- 
ments. These we could furnish them, and we could 
carry out the contract of guaranty of the quantity which 
they should surely get. That we took upon ourselves, 
and it was a matter of great value to them " (J. D. 
Rockefeller, vol. 16, p. 3090-1). * * * 

" Q. So that this was practically a payment to you 
of a drawback of 10 per cent, on your shipments be- 
cause you were large shippers, was it not ? A. It was 
nothing more or less than what was represented in the 
practice of those times in regard to oil and all other 
freights. The man who could contribute a large regu- 
lar volume of trafiBc, was able to secure some considera- 
tion on that account, especially if he coupled with it 
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other considerations of value in reference to the per- 
manency of that freight. 

Q. And you sought by this agreement to make sure 
that you got those considerations ? A. We sought by 
this agreement to do just what every shipper was doing 
and had been doing and has been doing since, to make 
a freight arrangement that was what we ought to have 
under the circumstances. 

Q. Under this guaranty did you pay any freight on 
oil that you did not ship ? A. I have no recollection 
on that subject. 

Q. Did you ship any oil to any place where you did 
not use the oil or need it in your business, in order to 
equalize the freight ? A. We shipped oil to ports to 
which we would have preferred not to .ship it, in order 
to comply with the requirements of this contract" 
(J. D. Kockefeller cross-examination, Vol. 16, pp. 
3117-8). 

Mr. Archbold says, in respect to the operation and dura- 
tion of the arrangement : 

" Q. Do you know of. any other shipper who fur- 
nished or could furnish as much as the Stapdard Oil to 
the Pennsylvania Eailroad ? A. I could not answer 
that question without investigation. There were other 
large shippers at that time. And I want to say with 
reference to this contract that the compensation, as I 
recall it, of 10 per cent, which was operative for a period 
— and I don't think a very long period — was not con- 
sidered at all an unreasonable compensation for the 
evening process involved in that contract at that time. 

Q. That was a pool contract for — A. I would like 
to complete my answer. 

Q. Go ahead ; yes. A. Such evening arrangements 
with large shippers of all kinds of large traflSc prevailed 
universally on the part of the railroads in those days. 
There was nothing to be criticised in them. They were 
not subject to criticism. They were well understood. 
There was no secrecy about it. It was all as open and 
aboveboard as any feature of business of those days of 
thirty years ago. 

Q. Isn't it a fact that that contract was secret at 
that time ? A. I have no recollection of there ever 
being any secrecy about it. My own general impres- 
sion (and I make this as a statement from recollec- 
tion) is that the contract was operative only for a 
comparatively short period." (J. D. Archbold, vol. 17, p. 
3450). 
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Mr. Lombard's testimony shows that there was no sort of 
secrecy about the contract of 1877 (Lombard, yoI. 1, p. 252). 
The commission paid under the arrangement, according to Mr. 
Cassatt's testimony in Commoniuealth v. FennHa R. R., was ten 'per 
cent. During a short time, very considerable additional conces- 
sions from the freight were given but these were given in pursu- 
ance of the agreement that the rates to the Standard should be 
as low as the rates to shippers using competitive routes. The 
competitive route was by way of Buffalo and the Erie Canal 
(Cassatt, vol. 20, p. 37 ; Lombard, vol. 1, pp. 257-8). The 
rate was much lower than the Standard had been paying 
(Cassatt, vol. 20, p. 30). It was not more than seventy cents 
a barrel (Emery, vol. 6, p. 2550 ; Lombard, vol. 1, p. 258). 
The New York Central and the Erie first made reductions to 
meet the rate and the Pennsylvania and Baltimore & Ohio 
followed their lead (id.). The reduced rates were in force 
until December, 1878, when the Erie Canal was closed by ice. 
The regular rates were then restored (Cassatt, vol. 20, p. 31). 
The benefit of the reduction was allowed by the Pennsylvania 
and presumably by the other roads to all shippers not using 
the competitive route (Cassatt, vol. 20, pp. 18, 20). 

The concessions in freight rates received by the Standard 
had nothing to do with the failure of other refiners ; or the ac- 
quisition by the Standard of existing properties. The Cleve- 
land refineries were purchased years before the Standard ever 
got a concession. By 1873 before the Standard ever shipped 
a barrel of oil over the Pennsylvania E. E., all of the chief 
shippers over the Pennsylvania, except Warden, Frew & Co., 
had failed (Cassatt, vol. 20, p. 21). The oil region refiners, 
who survived the pipe line agreement of 1874, seem to have 
been pretty successful solicitors of rebates themselves, and 
there is no indication that any of them were coerced by rebate 
arrangements into selling to the Standard. Mr. Lombard, of 
New York, and Mr. Irwin, of Pittsburg, showed themselves 
amply able to take care of their interests (Lombard, vol. 1, pp. 
258-9; Irwin, vol. 6, pp. 3018-9), getting their oil to seaboard 
by competitive routes at rates lower than the Standard had 
been paying. 

Irwin and Lombard are the only witnesses called on behalf 
of the Government to show the actual operation of railroad 
rates upon independents during the period from 1875 to 1879. 
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Irwin's refinery was located in Pittsburg. He does not suggest 
that he sufi'ered because of any rebates or discriminations 
given to the Standard. He found the rates by the Pennsyl- 
vania high and worked out a scheme for shipping by water to 
Huntington and thence by the Chesapeake & Ohio to sea- 
board. In 1877 he was shipping over the Baltimore & Ohio 
because he could get a better rate than over the Pennsylvania 
(Irwin, vol. 6, pp. 3018). Lombard does not testify to any 
difficulty about rates until after the agreement of 1877 between 
the Standard and the Pennsylvania. Even then for some time 
he got the same rates as the Standard, having a contract with 
the Empire Transportation Company which the Pennsylvania 
assumed and carried out until its expiration (Lombard, vol. 1, 
p. 265). He was then told frankly by the Pennsylvania offic- 
ials that he could not have the same rate as the Standard, be- 
cause they were the only people who could make peace be- 
tween the railroads (id.). He was told at the same time, how- 
ever, that the difference in rate would be so slight that he could 
scarcely feel it (id. ) and that in the distribution of cars and 
facilities the refiners not connected with the Standard Oil 
Company would be placed on a strict equality with the Stand- 
ard (Cassatt, vol. 20, pp. 37-8). This was undoubtedly the 
fact. The difi'erence between his rate and the Standard's was 
never more than 10 per cent. He does not suggest that it was 
sufficient to appreciably affect the profits of his business. His 
complaint against the Pennsylvania and the other roads was 
that he had difficulty in obtaining cars (Lombard, vol. 1, p. 
265). This is a constant source of complaint of shippers 
everywhere. He and his associates diverted their shipments 
to the route via the Brie Canal and afterwards allied them- 
selves with the Tidewater Pipe Line. 

It is a striking fact that of all the many oil refiners who 
retired from business prior to 1882, not one, except Mr. Lewis 
Emery, has come forward to say that he was driven out of 
business through rate concessions obtained by the Standard 
Oil Company ; and Emery attributes the failure of his refinery 
to the pool agreement of 1874 (Emery, vol. 6, pp. 2636-9), 
with which the Standard had nothing to do. 

It may be stated generally that there is no evidence any- 
where in the case to connect the failure or retirement from 
business of a single refiner with any advantages in rates ac- 
corded the Standard. 
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5. The allowance made to the America?i Transfer Company 
luas a temporary arrangement having no relation to the owner- 
ship of the latter company hy the Standard Oil Company. It 
was in the nature of a pro-rate paid by one carrier to another 
carrier, ivhich was in a position to send forward its traffic hy 
any one of several competing lines and claimed special considera- 
tion ieca use of' its exertions to enlarge the volume of traffic. The 
object of the American Transfer Company was its ovjn profit. 
Whether or not the arrangement would now be considered justi- 
fiable, it is no evidence whatever of a disposition to injure the 
business of others for the sake of the incidental benefits that 
might result therefrom. 

The arrangement respecting the allowance by the Pennsyl- 
vania Railroad Company to the American Transfer Company 
is set out in the letters annexed to the Bill as Exhibit 8. The 
evidence as to the settlements made under it (Justice, vol. 3, 
pp. 1498-6 ; testimony of O'Day in Ladenburg v. Penn'a R. B., 
vol. 6, pp. 3286-3293 ; testimony of Cassatt, vol. 20, pp. 1 
et seq.) is all clearly incompetent. 

The terms of the letters show that the arrangement was 
made in view of the immediate conditions and that it was of a 
temporary nature. Mr. Jeiferson Justice of the Pennsylvania 
Railroad, called as a witness on behalf of the Government, 
testifies that it was in force a very short time (Justice, vol. 3, 
p. 1497). It was made several months after the settlement of 
the Empire Transportation rate war and had nothing to do 
with the negotiations which brought that war to an end (Cas- 
satt, vol. 20, pp. 7, 8, 19, 39). 

The Standard Oil Companies, at the time of the consumma- 
tion of the negotiations that ended the rate war, did not con- 
template any such arrangement as that made by the American 
Transfer Company with the Pennsylvania. The position taken 
by them in those negotiations shows that they wished the 
Pennsylvania Railroad to own and operate its own pipe line 
feeders. The obligation of providing pipe line service for the 
whole oil field was one that they had no desire to assume. 
Mr. Cassatt testifies (vol. 20, pp. 35-6) : 

" Q. Do you remember at the time of the negotia- 
tions between the Empire Transportation Company and 
the Standard Oil Company and the Pennsylvania Rail- 
road Company, the position which the Standard took as 
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to the advisability of the Pennsylvania Eailroad Com- 
pany purchasing the Union Pipe Line ? Do you re- 
member whether they urged and insisted that the Penn- 
sylvania Eailroad Company should purchase the Pips 
Line, rather than that they should do it ? A. Yes sir ; 
as I said in my direct testimony, I think the Standard 
Oil Company did not wish to buy the Union 
Pipe Line ; they wanted the Pennsylvania Eailroad 
Company to buy it ; it was necessary, it was explained 
that it should be bought in order to close out our con- 
tract with the Empire Transportation Company ; the 
question then came up, who should buy it; we in- 
insisted that the Standard Company should buy it and 
they urged us to do it. 

Q. What was the extent of that line, have you any 
idea ? Several hundred miles ? A. Three or four hun- 
dred miles. 

Q. You can state whether they made that purchase 
of their own accord, and from their own wish to do it, 
or whether against their own wish, and upon the insist- 
ence of the Pennsylvania Eailroad Company, that they 
should do it as part of the arrangement. A. We in- 
sisted that they should do it ; that we could not. 

Q. And it was against their desire as first expressed ? 
A. They much preferred we should buy it." 

The tremendous increase in the production of crude oil 
which began in 1877 continued through 1878 and 1879 (Def. 
Ex. 265) and taxed to the uttermost the abilities of the pipe 
lines to take care of the output. The Pennsylvania Eail- 
road, having parted with its own pipe line feeders, re- 
peatedly called on the pipe line companies to con- 
struct lines which would increase its volume of traffic 
(O'Day, vol. 6, pp. 3292-3). Mr. O'Day was the man- 
ager of the pipe lines and at this time was calling upon 
the Standard Oil for millions of dollars to be expended 
for pipe lines and tankage (J. D. Eockefeller, vol. 16, p. 3095). 
It was very natural that Mr. O'Day, pressed for money 
as he was, should ask the railroads, which were reaping great 
profits from his expenditures, to share those profits to some ex- 
tent with the pipe lines which originated tbe traffic and deliv- 
ered it to the railroads. The American Transfer Co. and The 
United Pipe Lines were operated as one system (O'Day, vol. 6, 
p. 3293) ; they had the power to send forward their traffic by 
any one of several railroads or by other routes (Cassatt, vol. 
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20, p. 39). The railroads, therefore, were not likely to disre- 
gard Mr. O'Day's demand for some sort of pro-rating arrange- 
ment on traflSc. The basis of Mr. O'Day's demand on Mr. 
Oassatt and the reasons for Mr. Cassatt's compliance alike are 
to be found in the immediate relations of the railroad and the 
pipe lines as connecting carriers and had no reference what- 
ever to the ownership of the pipe lines by the Standard Oil 
Company. 

The point about the arrangement, which has made it the 
subject of invidious criticism, is that Mr. O'Day, the manager 
of the American Transfer Company, asked for and was prom- 
ised an allowance of twenty cents a barrel not only on the oil 
delivered by his pipe lines to the Pennsylvania Eoad, but on 
all crude oil carried by the railroad. The suggestion made as 
to this feature of the arrangement is that its tendency and 
purpose was to keep up the rate charged to outside shippers 
and to prevent outside pipe lines from making equally advan- 
tageous pro-rating agreements. The testimony of Mr. O'Day 
demonstrates that no such ulterior purpose entered into his 
calculations. 

He had no idea beyond getting for the pipe lines the 
biggest share he could of the transportation profits on oil. It 
was all the same to him whether he got a bigger allowance on 
the pipe line shipments or an equivalent allowance on all ship- 
ments (O'Day, Vol. 6, pp. 3290-3293). 

The tendency of the arrangement to keep up railroad trans- 
portation rates to outside shippers and to put other pipe lines 
at a disadvantage is of no consequence in the present case, for 
two reasons : 

{a) Such tendency manifestly did not enter into the 
motives inducing the arrangement, and therefore has no bear- 
ing on the general question of the intent of the parties to it. 

(&) The tendency was so slight as to be negligible. The 
arrangement was merely temporary, subject to modification 
without notice and would undoubtedly have been immediately 
modified, if any other pipe line had appeared in the field and 
asked like concessions, or had the arrangement proved an ob- 
stacle to a reduction of rates otherwise obtainable on oil not 
originating with the American Transfer Co. or its associated 
pipe lines. There is no evidence that during the continuance 
of the arrangement any crude oil was carried by the Penn- 
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sylyania Railroad that did not come originally through 
the pipes of the American Transfer Co. or those of the United 
Pipe Lines. Nothing of the sort is proved either by the testi- 
mony of Mr. Justice, Mr. O'Day, or Mr. Cassatt. The allow- 
ance may have been paid on oil that was not shipped by the 
Standard Oil Co. (Justice, Vol. 3, p. 1496). It does not fol- 
low at all that it had not come through some of the pipe lines. 
In fact, there is no proof in the case that it could have reached 
the railroad in any other way. 

Mr. Archbold testifies as to the whole matter as follows : 

" Q. Yes. And didn't it provide for such payment, 
and wasn't such payment made, not only on the oil 
shipped by the American Transfer Company, but all 
other shippers ? A. I do not know. Whatever the 
terms of the contract provided in that respect — 

Q. Were carried out ? A. Were no doubt carried 
out. But I want to say that the contract in itself was 
a very reasonable contract to the Pennsylvania road. 
The American Transfer Company, at a large expense, 
provided gathering lines throughout the oil sections to 
bring the oil to the Pennsylvania road, and that and 
other considerations entering into the matter at that 
time and the volume of business furnished them made 
this an exceedingly reasonable compensation to pay the 
American Transfer Company for the bringing as a feeder, 
as a collateral, to the Pennsylvania system. 

Q. And it appears that the American Transfer Com- 
pany, in addition to receiving this 20 cents, charged 20 
cents gathering charge, besides." * * * 

Q. Isn't that correct ? A. I do not recall. 

Q. Always charged 20 cents gathering charge 
didn't it ? A. There was a long period (and I imagine 
it extended all through those years) when, if there was a 
charge of 20 cents, it was purely nominal, for they 
bought the oil in the field and they had competition 
there for it, and in carrying it to the railroad, I imagine, 
that not only that nominal charge, if there was such, 
but a part of the compensation itself was often sacrificed. 

Q. Why should the Pennsylvania Eailroad pay the 
American Transfer Company 20 cents per barrel on the 
oil shipped by other people ? A. Well, they brought 
the oil to them. 

Q. No, sir. A. They brought the oil to them. 

Me. Eosenthal. Yes, sir. 

Q. They got the 20 cents not only on oil brought to 
them by the American Transfer Company, but all oil 
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shipped by tlie Pennsylvania Eailroad? A. Well, I 
think they brought the oil to them. 

Q. No such testimony. Do you know they did ? A. 
"Well, I couldn't say positively, but I am strongly of the 
opinion that they did. I do not know how else they 
would get it. 

Q. Weren't there any other pipe lines besides the 
American Transfer? A. W^ell, there were some, but 
whether they reached these points or not that were 
stipulated in this contract I don't know. 

Q. The same arrangements were made, he says, 
with all the other railroads, in this letter. Is that true ? 
A. I do not recall the contracts with the other rail- 

TOBiQS 

(Vol. 17, pp. 3451-3452). 



SECOND. A general policy or disposition to 
facilitate tlie extension of the Standard Oil busi- 
ness by getting rid of competitors cannot be in- 
ferred from tbe number of acquisitions made by 
the Standard Oil interests or the dispositions 
made of properties purchased. The purchases 
and the disposition of the properties purchased 
vtrere in all cases based on legitimate business 
considerations. The sellers xvevB not restrained 
from re-entering business and the refining capac- 
ity of the Standard Oil Companies was continu- 
ally increased. 

faj The acquisition of properties and the disposition made 
of refineries acquired were incidental to the expansion and co- 
ordination of the Standard Oil business. 

The Government has proved that many refineries have 
been purchased by the Standard Oil interests and that in a 
number of cases these refineries were not continued in opera- 
tion as independent units. For the most part, no evidence 
whatever has been offered on the part of the Government 
as to the circumstances of the acquisitions, or the char- 
acter or trade of the refineries purchased, or as to 
when or why their operation was discontinued. The 
Court is asked to import an intent to monopolize 
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into the transactions and to accept the transac- 
tions as proof of such intent (Lombard, vol. 1, pp. 
245-6 ; Emery, vol. 6, pp. 2625-2634 ; J. D. Archbold, vol. 17, 
pp. 3323, 3332, 3336, 3337, 3340). The defendants have given 
an adequate explanation of the acquisitions and of the dis- 
position made of them. The chief refineries purchased have 
been operated ever since and have grown into the great plants of 
to-dav : e. g., the Long Island Refining Co., Chas. Pratt & Co., 
the Kings County Works of Sone & Fleming, Bayonne Works, 
Atlantic and Philadelphia Works at Philadelphia, and many 
others. Some were continued in operation for many years as 
separate refineries and were finally abandoned or removed to 
meet changed conditions in the trade ; e.g., the Imperial Refin- 
ery at Oil City, the Central Eefining Co. of Pittsburg (Def . Ex. 
282, vol. 19, p. 673). Those at Titusville were destroyed by 
fire (J. D. Archbold, vol. 17, p. 3260). Some were connected 
by pipe lines with existing works and were continued in opera- 
tion as part of a general plant ; e. g., the various works at 
Cleveland (J. D. Eockefeller, vol. 16, p. 3161). Others were 
moved bodily and consolidated with existing plants ; e. g., the 
works at Galatea, Ohio (J. D. Archbold, vol. 17, p. 3337) ; the 
Bush & Denslow Works (Def. Ex. 282, vol. 19, p. 673). In a 
number of cases small refineries formed part of the assets of 
firms or corporations whose chief business was that of market- 
ers. Where these firms were bought out, the refineries were 
eventually discontinued ; e. g., Scofield, Schurmer & Teagle 
(Teagle, vol. 3, p. 1467), Chess-Carley & Co. (J. D. Eockefeller, 
vol. 16, p. 3077), the Portland Kerosene Oil Co., the Maverick 
Oil Co. and the Beacon Oil Co. (J. D. Archbold, vol. 17, pp. 
3357, 3364). In many cases small refineries, of little or no 
value as refineries, had a trade and good-will that made it 
worth while to buy them. The equipment of such refineries was 
utilized as far as practicable in connection with other works, 
but naturally the refineries as separate plants were abandoned 
(Archbold, vol. 17, p. 3336). 

All the refineries purchased by the Standard Oil interests 
fall within one or other of these classes. Mr. Archbold tes- 
tifies (vol. 17, p. 3324) that competitive refineries were bought 
only where the purchase could be made on a fair basis, and 
where it seemed to promise an extension of business with a 
favorable outlook. He testifies on cross-examination : 
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" Q. Now, these refineries tliat I named at the sea- 
board that you bought, how long did you operate them? 
A. Probably the most of them but a very short period, 
for they were very inconsiderable affairs. 

Q. Dismantled them, didn't yon ? A. We consoli- 
dated them with the larger works. 

Q. What do yon mean by consolidated. You tore 
them down, didn't you, and used the material ? A. We 
utilized that part of the construction which was worth 
saving and added it to the larger works, consolidating, 
concentrating, and economizing. That was the theory of 
the business. 

Q. You mean'you dismantled them, tore them down, 
didn't you ? 

Mr. Rosenthal. He means just what he says. 

Q. Did yon do that ? A. I mean just what I say. 

Q. Did you dismantle them ? A. I mean that we 
took the parts of them that were available for use and 
consolidated them with the larger works, as a matter of 
economy. 

Q. What did you do with the rest of the material ? 
A. The rest of the material that was not fit for use we 
disposed of, I suppose, in the best way possible. 

Q. Isn't that what you would call dismantling a 
refinery ? A. Hardly dismantling ; it is consolidating. 

Q. Tearing down and putting some of the material 
into another ? A. I should think that the bringing 
together into a large and thoroughly well equipped 
works the small and inconsiderable plants of those days 
was essentially a consolidation. 

Q. And you consider an economical way to construct 
a refinery is to buy up a lot of little refineries and use 
the old material to make new ones ? A. Our purpose 
in buying the little refineries was to succeed to their 
volume of business " (vol. 17, p. 3324). 
******* 

" Q. Well, now, did you buy and dismantle 50 refin- 
eries ? A. We may have bought 50 refineries, and we 
may have dismantled them in the sense that I have now 
described of consolidation and utilization. 

Q. Do you think it is economical in the construction 
of a refinery to buy of a lot of old refineries and use the 
second-hand material ? A. The prime purpose m the 
purchase of the small refinery was to succeed to its vol- 
ume of business. , „ , ,.!• ,^. 

Q. Get it oat of the way ? A. Such utihzation as 
could be made of the property itself and of the people 
engaged in its management we were glad to utilize m 
those days. 
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Q. You got them out of the way in that way, didn't 
you ? A. We brought them into cooperation with us 
in the development of the business, on a better basis 
as to construction and location " (vol. 17, p. 3336). 

The Globe refinery, which is the most important acquisi- 
tion of refining property made by the Standard interests since 
1882 and probably the most important of those which the 
Government claims to have been dismantled, had among its 
assets 1,152 tank cars (Eeighard, vol. 6, p. 3136). The evi- 
dence indicates that every part of the equipment and apparatus 
was added by the Standard interests to the equipment of their 
existing refineries (Eeighard, vol. 6, p. 3137 ; J. D. Archbold 
vol. 17, pp. 3331-2). 

The Government has shown the purchase of a number of 
small marketing companies and businesses in various parts of 
the country. In reference to these purchases Mr. Archbold 
testifies : 



" The inauguration of bulk stations, the transporta- 
tion in bulk cars, and the distribution that came about 
in bulk wagons, tank wagons, of course worked a radical 
change in all respects in the doing of the business, and 
it tended irresistibly toward the elimination of the 
jobber or small dealer in oil in the various sections of 
the country. They realized that the change was 
occurring and that their facilities were rapidly becoming 
valueless because of the introduction of these better 
methods, and for that reason they, in numberless cases, 
desired to treat for such properties as they had, 
whether teams, platform, wagons, or whatever, and 
through that period that was the reason of the many 
trades that were made with different small dealers 
throughout the country. It was largely — I should say 
in the great majority of instances — their own wish that 
they be dealt with in that way ; for the march of 
progress in the business showed perfectly clearly that 
their facilities were becoming old fashionded and 
obsolete " (vol. 17, pp. 3467-8). " * * * not only 
were we establishing these bulk stations, but our com- 
petitors in the manufacturing business were also estab- 
lishing them, and the small dealer knew that his old 
method was doomed, in the face of the progress that 
was being made in the business " (vol. 17, p. 3169). 
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(b) The Standard Oil Go. has not sought by contract or otAer- 
wise to restrain those whose properties it has bought from re- 
entering the business. 

The essential element in any plan to monopolize a business 
through the purchase of the plants of competitors is to exact 
from tlie sellers contracts restraining them from re-entering 
the business. In the absence of such contracts, they could 
immediately devote their experience, skill and the money re- 
ceived to creating new properties and building up new busi- 
nesses, and the object of the purchaser would be defeated. The 
Standard Oil interests have bought up many properties. If 
their object was monopoly, they might be intrenched behind a 
great network of contracts restraining many of those whose 
skill and experience would make them the most formidable 
and the most probable competitors from ever engaging in the 
oil business. Without proof that such contracts were regu- 
larly and uniformly exacted, the number of acquisitions made 
by the Standard Oil interests would indicate only that in the 
development of their business they had occasion to make many 
purchases. In tlie absence of such contracts, the purchase of 
properties could not restrain interstate or foreign commerce. 

The Government has not shown that a contract not to re- 
enter business was exacted from the sellers in the case of a 
single refinery or pipe line property purchased by the Stan- 
dard Oil interests. In the entire record there are only two 
cases in which any attempt has been made to furnish such 
proof. These are both long subsequent to the trust agree- 
ment of 1882. Irwin sold his refinery in Pittsburg in 1885. 
He testifies : 

" Q. Was there any arrangement in reference to 
your going into business again when you made that 
sale? 

Me. Kosenthal. Was that in writing, Mr. Irwin ? 

Witness : What is that ? 

Mr. Rosenthal : Your contract of sale ? 

Witness : Yes, sir. 

Me. Rosenthal : Well, I object to it then, upon the 
ground that this is not the best evidence. 

Q. Now, you can answer the question. A. Well, I 
think it was understood that we were not to go back 
into the business again. There was no writing — no 
agreement in writing. 
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Q. Well, you say you think it was understood ? A. 

Yes, sir. 

Q. If it was not in writing, in what way was there an 
understanding? A. Well, I don't _ just remember, but 
possibly there was some conversation about that — that 
we were not to go into the business ; some suggestion 
of that kind." (vol. 6, p. 3014). 

The other instance is that of the Argand Eefinery at 
Marietta, Ohio. The testimony of W. J. Cram given in the 
case of Monnett vs. The Buckeye Pipe Line Co., was read into 
the^eoord notwithstanding the objection of the defendants. 
Mr. Cram testified in that case as follows : 

" Q. Did you agree to stay out of the business of 
refining oil, too ? A. As a company ; no, sir. 

Q. Did you as individuals ? A. I did. 

Q. You were in New York negotiating this lease at 
26 Broadway ; did all the others agree to that, was that 
a general agreement ? A. Not all of them. 

Q. Who in your company did not agree to keep out 
of the oil business ? A. Ail of them, I believe ; Mr. 
Dale agreed to keep out. 

Q. Did Mr. Chamberlin ? A. No, sir ; he is in the 
oil business. 

Q. Is he limited to the kind of oil business he can 
remain in ? A. I can not tell you ; I suppose he does 
as he pleases. 

Q. You were there when the contract was made ? 
A. I told you Mr. Dale and myself agreed to keep out. 

Q. Was that as individuals or company that you 
made the lease ? A. As a company. 

Q. And the contract as to keeping out of the oil 
business was as individuals ? A. That was simply a 
verbal agreement. I had given up my work on account 
of my health and it was immaterial to me. Mr. Dale 
has not been actively in the oil business since 1885. 

Q. How many of your directors of your company 
actually participated in the sale in New York at 
different times ? A. Three." (vol. 5, pp. 2424^2425.) 

Emery, Castle and Eeighard have testified as witnesses on 
behalf of the Government. Emery is the Government's chief 
witness. He sold the Octave Refinery to the Standard Oil 
interests in 1876 (Emery, vol. 6, p. 2628). In 1879 he built 
a refinery at Philadelphia (Emery, vol. 6, pp. 2641-2642) and 
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did an active business until 1887 when he sold out again 
(Emery, vol. 6, pp. 2642-2643). In 1889, he started another 
refinery at Bradford, which is still in active operation (id. 
pp. 2651, 2661). Emery has testified at great length and with 
great animosity against the Standard Oil Co., but there is no 
word from him to indicate that he ever agreed or was ever 
asked to agree to keep out of the oil business. Reighard sold 
his Pittsburg refinery to the, Standard Oil interests in 1885, 
and within two years started the Globe refinery at Pittsburg 
(vol. 6, pp. 3133-3134). Castle sold his refinery at Cleveland 
to the Standard Oil interests and now owns the Columbia 
Refining Co. There is no suggestion that either violated any 
understanding or agreement in re-entering business. 

(c) The Standard Oil interests have not sought to keep down 
the reiining capacity of the country or the volume of oil to he 
marketed. 

The Standard Oil interests have added many barrels 
capacity to their refineries for every barrel of capacity of the 
refineries which they have bought and ceased to operate. 
After every purchase they have put on the market more oil 
than their refineries and the refineries purchased had put 
before. (Def. Ex. 268, vol. 19, opp. p. 627 ; Def. Ex. 269, vol. 
19, p. 627). Their course has been consistent with their 
avowed object in purchasing competing refineries, i. e., the ex- 
pansion of their refining capacity and their trade. It has been 
entirely inconsistent with an intent to monopolize. 

An intent, directly opposite to that of a monopoly, is 
demonstrated by the rise in the price of crude oil in the Lima 
field. Owing to the refractory character of the crude, the 
Standard companies were the only purchasers. For other 
purposes the value of the oil is only 15 cents a barrel, which 
was the price it was selling at when the Standard began its 
purchases. Under the influence of the Standard's purchases, 
the price has risen to over a dollar a barrel (Burton, vol. 16, 
pp. 2639-40). The same tendency to keep up and increase its 
output and the total volume of trade, even if thereby its profits 
are cut down by the increase in the price of the raw material, 
appears in its operations in the Mid- continent field. 
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THIRD. There is no proof of a policy or dis- 
position on the part of the Standard Oil interests 
to restrict by contract the volume of trade or 
the operations of its competitors. 

Such a policy pursued over a long series of years would 
almost necessarily involve a great muny contracts v^ith com- 
petitors imposing restrictions on the amount such competitors 
might produce, confining them to special markets or localities, 
limiting their growth, denying to them any share in the 
total increase of the volume of trade. If it had been the gen- 
eral policy or disposition of the Standard Oil interests to 
seek to facilitate the expansion of the business by putting 
restrictions on competitors, we would find a multitude of 
such contracts. If there were only a few such contracts 
the presumption against the existence of such a policy 
would be strong ; for the conduct of a great business 
over a period of many years would necessarily involve 
many troublesome controversies and special exigencies ; 
and unless the contracts restricting competition were suffi- 
ciently numerous, uniform and unequivocal to indicate a sys- 
tematic plan, the natural presumption would be that each was 
the result of special circumstances and conditions. The fact is 
that in the whole history of the Standard Oil Company, there 
are scarcely any contracts which, under the most severe inter- 
pretation of the law against restraints of trade, could be con- 
sidered open to criticism. Such as there are, in every case, 
are fully accounted for by the special conditions out of which 
they arose. None of them are connected in any manner with 
the bringing together or holding together by the Standard Oil 
interests of the properties acquired, and there is not the 
slightest evidence that any of them was secured by any sort of 
oppression or coercion. Ail of them, except the contract of 
December 1872 were made subsequent to the trust agreement 
of 1882, after all the constituent factors of the business had 
been acquired. 

(a) The contract of December, 1872 (annexed to the Bill 
and marked Ex. 1), between the Petroleum Kefiners' Associa- 
tion and the Petroleum Producers' Association, throws no 
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light on the disposition of the Standard Oil interests and has 
DO bearing on the case. The two associations included nearly 
all the producers and refiners in the country (J. D. Eockefeller, 
Tol. 16, p. 3074). The Producers' Association grew out of the 
dissatisfaction of the producers with price conditions. This 
naturally led to an association of the refiners, and the agree- 
ment of December, 1872, was an endeavor to adju&t the dis- 
turbed relations between the two interests on mutually satis- 
factory terms (J. D. Eockefeller, vol. 16, pp. 3072-5). The 
movement proved wholly impracticable and was very shortlived. 

(6) The remaining transactions which would naturally fall 
under this head are considered at a later portion of this brief 
{post, pp. 225-9), in order to preserve, so far as possible, the 
order of the petition. They are : 

(1) Producers' Movement of 1887. 

(2) Purchases by Continental Oil Co. from United Oil Co. 
and Florence Refining Co. 

(3) California contracts with Puente Oil Co., Union Oil 
Co. and Pacific Coast Oil Co. 

(c) These contracts with the Tidewater contracts and the 
arrangement evidenced by the memorandum annexed to the 
Bill as Exhibit 15 are the only contracts or transactions of a 
contractual nature which the Government has seen fit to call 
in question. 



FOURTH. It is not shown that the Standard 
Oil companies have ever driven a competitive re- 
finer ont of bnsiness or purchased his refinery 
through any sort of compulsion. 

It is a very striking fact that of all of those who have, 
within the last forty years, sold refineries to the Standard Oil 
companies, only two have come forward to say that their sales 
to the Standard Oil companies were anything else than fair 
and open business transactions. These two are Emery and 
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Gas tie. Emery twice sold out to the Standard Oil com- 
panies, once in 1876 and again in 1887. The property 
sold on the first occasion was the Octave refinery 
in the oil regions. The Octave had been shut down 
in 1874, and Emery attributes its failure to the Pool 
Agreement of that year. The Standard Oil companies had 
nothing to do with the Pool Agreement of 1874, and that 
agreement in itself was perfectly fair and reasonable {ante, p. 
119). Except in so far as Emery claims that the sale was 
due to the Pool Agreement, he does not question the fairness 
or reasonableness of the transaction. The refinery sold by 
Emery to the Standard in 1887 was the refinery of Logan, 
Emery & "Weaver, at Philadelphia. Emery asserts that his 
refinery had to be shut down and was sold because of lack of 
oil, due to difficulties in obtaining transportation by the rail- 
roads and consequent want of crude oil (Emery, vol. 6, pp. 
2642-3). If the sale was due to the cause alleged by Mr. 
Emery, it is not shown that the conditions of which he com- 
plains were in any way attributable to the Standard Oil Com- 
panies. It is far from clear that the sale was due to any such 
cause. Mr. Emery, or his firm, had been asked to join the 
shut-in movement of 1887 (Emery, vol. 6, pp. 2646-7). He re- 
fused to do so unless he was guaranteed sufficient oil to run 
his refinery. Emerji , Logan & Weaver had had a contract 
with the National Transit Company to supply them with oil, 
which they had themselves abrogated. Emery's negotiations 
were with the Producers' Union. He was a producer, and 
they sought to get him to join their movement. He says (vol. 
6, p. 2768) : 

" I declined to join the shut-down movement and 
close in my oil unless they would agree to furnish me 
oil for my refinery." 



Through the committee of the Producers Union an offer to 
buy Emery's refinery was finally made by the Standard Oil 
Company. The price paid was apparently about the fair value 
of the refinery (Emery, vol. 6, pp. 2768-9). 

Castle (vol. 6, pp. 3028-9) says that he sold his little re- 
finery to the Standard Oil Company because he could not 
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get cars. In no otlier respect is the fairness of tbe sale ques- 
tioned, and the Standard Oil Company is in no way connected 
with his failure to obtain cars. 

It may be stated here in general terms, without qualifica- 
tion that in the entire case there is no evidence that the 
Standard Oil companies have ever driven a single refiner out 
of business, or purchased a single refinery, by any improper 
or unfair practices of any kind or description whatsoever. 



FIFTH. The relations between tlie Standard 
Oil Companies and the Tideiiirater Companies did 
not begin until nearly t'sxro years aftev the Trnst 
Agreement of 1882. So far as such relations, if 
continued, might nomr be open to criticism, they 
■were finally terminated just after the passage of 
the Sherman Act. The contracts betiveen the 
Tidewrater Companies and the Standard do not 
indicate that the Standard sought to esclnde 
others from the petroleum industry, or to re- 
strict the volume of trade, or to deprive the pub- 
lic of the benefit of competition. After the can- 
cellation of those contracts in 1890, they had no 
further significance. The present relations be- 
tween the Companies are not open to criticism. 

The Tidewater Pipe Line Company (Ltd.) constructed one 
of the earliest trunk lines towards the seaboard. The Com- 
pany was organized in 1878 (Warren, vol. 1, p. 189), and 
shortly afterwards came into relations with Lombard, 
Ayres & Co., and other refiners in New York not 
connected with the Standard (Lombard, vol. 1, pp. 258-9). In 
1879, it absorbed the Equitable Pipe Line (Emery, vol. 6, p. 
2649) which had been used by various New York refiners 
(Lombard, vol. 1, p. 258 ; Pet. Ex. 257, vol. 7, p. 456). 

There is some testimony in the case as to obstacles put in 
the way of the building of the line, but the Standard Oil Com- 
pany is in no way whatever connected with the efforts to ob- 
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struct its completion to seaboard (Warren, vol. 1, pp. 189 et 
seg.). In May 1879 the line reached Williamsport, whence its 
oil was forwarded to the seaboard via the Eeading Railroad 
(Warren, vol. 1, p. 194). At the seaboard it supplied the 
Ocean Oil Company, the Chester Oil Company, and Lombard, 
Ayres & Company. There is some evidence that in the 
summer of 1882 negotiations took place looking to a purchase 
of the entire Tidewater interest by the Standard Oil Trust, 
but these negotiations never got beyond a tentative stage 
(Lombard, vol. 1, p. 250 ; J. D. Rockefeller, vol. 16, pp. 
3196-7). 

The record has been cumbered with testimony relating to 
a controversy between stockholders of the Tidewater Company 
in January, 1883, over the control of the company (Benson, 
vol. 1, pp. 195-208 ; Pet. Ex. 23-6, vol. 7, pp. 89-105). There 
is no evidence connecting the Standard Oil Company with this 
controversy other than the fact that a year later some of the 
unsuccessful parties to the controversy sold their stock to the 
Standard (J. D. Archbold, vol. 17, p. 3320 ; J. D. Rockefeller, 
vol. 16, p. 3196 ; Benson, vol. 1, pp. 207-208 ; Pet. Ex. 257, 
vol. 7, p. 456). This stock, a small minority of the total stock 
of the Company, was bought by the Standard Oil Company in 
December, 1883, in connection with the purchase of producing 
properties (Pet. Ex. 257, vol. 7, p. 456 ; J. D. Archbold, vol. 
17, p. 3320). The interest of the Standard Oil Company in 
the Tidewater Company has never amounted to more than 31 
per cent, of the whole ; and this has been held solely as an 
investment (J. D. Archbold, vol. 17, p. 3326). Until 1893 the 
Standard Oil interests did not even have a representative on 
the board of the Tidewater Company (Benson, vo. 1, 226). 

Nearly three months before the Standard Oil Trustees be- 
came the owners of any stock in the Tidewater Pipe Line, 
contracts substantially identical with those annexed to the 
Bill as Exhibit 13 were entered into between the Standard Oil 
Company and the Tidewater Companies (Benson, vol. 1, pp. 
211-2, 215). The contracts were duly terminated in 1890 as 
of January 1st of that year (Pet. Ex. 29, vol. 7, p. 108 ; Pet. 
Ex. 27, vol. 7, p. 106; Benson, vol. 1, p. 216). The contract 
between the National Transit Company and the Tidewater 
Pipe Company, Ltd., was expressly cancelled, and the contract 
between the refining companies thereupon by its terms came 
to an end. 
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If the contracts of 1883 tended to restrict the development 
and expansion of the Tidewater Companies, the restriction was 
finally removed in 1890. If those contracts evidenced a pur- 
pose to restrict such development and expansion, the purpose 
was then abandoned. They in fact did not tend to re- 
strict the Tidewater, and a purpose to restrict the Tide- 
water cannot be spelled out from them. They did not 
effect the ability of any outside party to engage in 
the petroleum trade. If they had any tendency to 
deprive the public of the benefits of free competition, such 
tendency was of a very remote and indirect character. Such a 
tendency was not contemplated by the parties or embraced in 
the purposes of the contracts ; and they can have no relevancy 
upon the question of the general purposes and policy of the 
parties interested in the Standard Oil business. The contracts 
did not put any limitation upon the prices to be paid or the 
prices to be charged by either party. They might freely com- 
pete either in the prices paid for crude oil, the prices at which 
they should sell their products and their charges for transporta- 
tion. Neither was restricted in respect to markets or local- 
ities. If either had advantages which enabled it to transport 
or refine oil cheaper than the other, it retained the benefits of 
those advantages or shared them with its customers. 

The total volume of business to be done by both was not 
limited or restricted in any way. The only restriction imposed 
upon the expansion of the business of either party was that 
in case such party expanded its business faster than the 
other, so as to do more than its proportion of the total 
business, the other should receive certain payments out of 
the profits on the excess business. This restriction, however, 
was offset by a corresponding stimulus to expansion. Unless 
the party entitled to payments out of the excess business of 
the other kept up its own business to at least eighty per cent, 
of its proportion of the whole, it lost all interest in the excess 
business of the other. The natural tendency of the contract 
was to induce the simultaneous expansion of the business of 
each. The manifest reason of the contract was that each 
party feared that it might be outstripped by the energy and 
enterprise of the other and its purpose was to give each a 
chance to develop and expand its own business simultaneously 
with the other. 
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It is almost inconceivable that these contracts coukl ever 
Lave constituted an obstacle to either party's dealings with 
anyone with whom in the absence of the contracts it might 
have been willing to deal. 

The provision authorizing the Tidewater to cancel the 
agreement unless its average profits amounted to $500,000 a 
year or the deficiency was made good by the Standard was 
obviously put in at the Tidewater's instance and for its pro- 
tection. " The concracts had very little if any practical effect. 
The Tidewater Companies apparently always earned more 
than $500,000 a year ; they must have fallen below 80 per 
cent, of their proportion of the business within a very short 
time after the contract was made (Benson, vol. 1, p. 217). 
The stimulus of the contracts was not sufficient to induce 
them to keep anywhere near the Standard in the race of devel- 
opment and expansion. 

Since the termination of the Agreements of 1883, the only 
contracts between the Standard Oil Companies and the Tide- 
water Companies have been agreements under which the 
National Transit Co. undertakes to sell and deliver to the 
Tidewater not less than 2000 or more than 3000 barrels of oil 
a day, as the Tidewater shall demand, at the current market 
price plus 20 cents a barrel gathering charge (Pet. Ex. 28, 
voh 7, p. 107). This contract was made in 1890, has been re- 
newed two or three times, and is still in force (Benson, vol. 1, 
pp. 216-17). The Tidewater Pipe Co. itself gathers all the 
oil that it can reach with its gathering lines, (Benson, vol. 1, 
p. 217) and with the oil it gathers itself and the oil purchased 
from the Standard is enabled to run its trunk pipe line and its 
refineries to their full capacity (Benson^ vol. 1, p. 218). The 
gathering system of the Tidewater Co. is in Allegany 
County, New York, and McKean County, Pennsylvania, and 
its trunk line extends to seaboard, (id.) The fields tapped by 
its lines have long been failing [id.) and it has not seen fit to 
make the great additional investments that would be necessary 
to enable it to reach new fields. It takes from the National 
Transit the full amount permitted by its contract. (Benson, 
vol. 1, p. 220). 

The Tidewater Oil Co. sells 95 per cent, of its oil for 
export. Of the 95 per cent, sold for export trade 77 per cent, 
is sold on consignment through the Standard Oil Co. and 
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shipped in bulk. The remainder is sold for export to whoever 
will buy it, and goes chiefly to South America. Most of the 
illuminating oil sold for domestic use is sold on consignment 
to the Standard. Some of the Tidewater's illuminating and 
most of its lubricating oil is sold by the Tidewater direct to 
the trade (Benson, yoI. l,pp. 219-220). Mr. Eobert D. Benson, 
Secretary of the Tidewater Pipe Co., Ltd., and Vice-President 
of the Tidewater Oil Co., called as a witness on behalf of the 
Government, gives a full and satisfactory explanation of the 
Tidewater's arrangement with the Standard : 

" Q. With respect to the sale of your export oil to 
the Standard Oil Company, will you tell us first the 
difference between export oil and domestic oil, in its 
characteristics ? A. About fifty per cent, of the crude 
oil is a refined oil which the laws of the various states 
will not allow to be sold in this country. It is too low 
in fire-test to meet the laws of the states. Therefore, it 
has to be exported. 

Q. What is the average fire-test in this country m 
most of the states ? A. 150 degrees fire-test. Water 

White. „ . 

Q. That is Water White oil that is 150 test ? A. 

Yes. 

Q. What is the average European test ? A. About 

100 flash, about 110 test. 

Q. Which is, of course, a much lower grade of oil ? 
A. Yes ; it is also an inferior burning oil to Water 
White 150. , ^. „ ,, , 

Q. Now, as I understand it, then, practically all ot 
the oil that is exported is this inferior grade of oil ? 
A. All except what is sent to South American countries 
and some special markets where there has been a mar- 
ket worked up for the high-class oil. 

Q And with respect to that inferior grade ot oil, 
there isn't anv domestic market for it, is there? 
A. There isn't any domestic market ; it cannot be sold 

in this country. , ,, ■ c • 

q. Now, of course, what I mean by the interior 

grade of oil is the low test oil. A. Yes, sir. _ 

Q. You understand that, don't you ? A. Yes, sir, i 

understand. ,, , , . /.jj. j. 

Q. I understood you to say that about fatty percent 

of the crude is necessarily a low-test oil. A. That 

varies in the various crudes, but I am speaking of our 

Q." That is Pennsylvania crude ? A. The Pennsyl- 
vania crude which we get to refine. 
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Q. And you get, perhaps, a larger percentage of the 
high-grade oil from Pennsylvania than from any other 
oil produced in this country, do you not ? A. Yes, sir, 
more Water White, as I understand it. 

Q. So that the amount of oil extracted, the crude 
oil, purchased in the other fields is, in the main, oil that 
is used for export purposes, is it not ? A. Well, there 
would be a larger percentage, I think, than there would 
be from Pennsylvania. 

Q. 'Now, when you say the Standard fixes the export 
price, do you mean anything more than that the Stand- 
ard makes you a bid for such oil as your refinery pro- 
duces that has to be sold for exportation ? A. We send 
our oil to them on consignment, and they account for 
the sales. They make a market to their brokers, as I 
understand it, which other people selling outside of 
them do not follow ; there is no reason why they 
should. 

Q. So that your export oil, in the main, is consigned 
to the Standard ? A. Yes sir. 

Q. And not sold to the Standard. And whatever 
profit they may deliver from the sale of your exporta- 
tion is by way of commission as consignee ? A. We 
pay them a regular commission for it and get the returns 
as it is sold. 

Q. Why do you sell your export oil to the Standard 
Oil Company ? A. Why, the reason is that all of the 
bulk oil that is exported (and this low-grade oil goes in 
bulk shipments) is carried in oil ships and handled on 
the other side in tank-cars and tank-wagons in bulk, 
which means an enormous outlay of capital, and we 
didn't feel we could afford to go into that outlay of 
capital, provided we could make an arrangement which 
was fairly satisfactory to us with somebody else to han- 
dle it for us. 

Q. So that the smaller refiner of oil, by reason, 
necessarily, of his lack of capital, cannot successfully 
get into into foreign markets ? A. They can't into the 
bulk market where the low-grade oil goes, 

Q. Do you know anything about who created that 
foreign market ? A. Why, not personally. I have al- 
ways understood that it was largely done by the 
Standard Oil Company. 

Q. Well, the other side will not object to your giving 
some hearsay testimony, I apprehend. A. Well, sir, I 
have heard — 

Q. Is ic not a fact — it is not a part of the history of 
the oil business, that the foreign business, in so far as 
this country is concerned, of bulk business, was estab- 
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lished, developed and built up by the Standard Oil Com- 
pany ? A. I think so. 

Q. Now, your refineries manufacture many other 
products besides the refined oil, do they not ? A. Yes, 
sir. 

Q. And you sell those products yourself ? A. Yes 
sir, in part. Some of it we sell through the Standard, 
but generally speaking we sell most of it ourselves. 

Q. You make your own prices ? A. Well, there is a 
market price, as we understand it, that we can sell 
below, or get above, if we can, but that is not feasible. 

Q. Well, you sell the prodnets of your factories 
exactly as other manufacturing interests sell the 
products of their factories, do you not ? A. Just the 
same. 

Q. At the very highest price you are able to get ; is 
not that true ? A. Yes sir. 

Q. Do I understand that you yesterday testified 
that 95 per cent, of your product is sold abroad. A. 
Yes sir. 

Q. Why is that ? A. I have just testified why 50 
per cent, of it is sold. We can not market it in this 
country. Now, that brings it down to the Watpr White 
oil, which is sold in this market almost exclusively, and 
we sell that abroad because, located as we are here iu 
New York, and having facilities for putting oil up in 
cans and cases, we can get a better price for it than the 
home trade market would net us. 

Q. Then, the reason you sell that other 45 percent 
abroad is because you get a better price there than you 
get here ? A. Yes. That is hardly a fair percent. 45 
percent refers to all our other products. I refer only 
to burning oil. The reason we sell refined oil or burn- 
ing oil, abroad is, that we get a better price. 

Q. Generally speaking, you sell 95 percent of your 
product abroadbecause it is more profitable for you to 
sell it abroad than here ? A. We sell 50 percent of the 
refined oil abroad because we have to. We sell the 
balance of the refined oil as far as we can, because it 
pays better than the home trade market. We only 
sell in the home trade market what we can't sell abroad. 

Mr. Milbubn : When you say you sell 50 percent 
abroad because you have to, you mean that is the only 
market ? 

Witness : That is the only market for that grade 

of oil. 

Me. Milbubn : For that test. 

Witness : For that test that we are obliged to make.' 
(Vol. 1, pp. 228-230). 
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SIXTH. Tlie agreements of 1884 between 
the National Transit Co. and the Pennsylvania 
Railroad Co. (Exhibit 14 annexed to the Bill) 
were in all respects reasonable and proper con- 
tracts. They ceased to be operative in 1893. No 
ulterior purpose can be spelled out from them, 
and they are utterly irrelevant as evidence 
against the defendants. 

The contracts were suspended as of January 1, 1893 (Jus- 
tice, vol. 3, pp. 1499-1500). They have never since been oper- 
ative (J. D. Archbold, vol 17, p. 3442). They were formally 
cancelled in 1905 (id.). These contracts were made at or about 
the time of the completion to seaboard of the National Transit 
trunk line through Pennsylvania. The Pennsylvania Eailroad 
reached most of the principal points in the oil fields and un- 
doubtedly had a valuable traffic in crude oil delivered directly 
to it by the gathering lines. It had also a valuable traffic in 
refined oil from interior points. It had great reason to fear 
that the completion of the trunk line to seaboard would not 
only take away its crude oil traffic but by transferring the re- 
fining industry to seaboard would cut heavily into its refined 
oil traffic. It was in a position by instituting a contest for 
traffic to demoralize the petroleum industry. It could not 
permanently reduce rates below a point where they would be 
perfectly satisfactory to the Transit Co. or wrest from the 
Transit Co. any substantial part of its business. It could, 
however, by altering the long established relation between 
freight on crude oil and freight on refined oil very seriously 
affect the conditions in view of which investments had been 
made and to which business had adapted itself. 

For rate making purposes a barrel of refined oil had long 
been everywhere treated as equivalent to 1.3 barrels of crude. 

The railroad could not affect this relation by lowering the 
rate on refined oil relative to crude, with a view to encourag- 
ing interior refineries. Such a cut would be met by a cut on 
crude rates by the pipe line, and the railroad would be com- 
pelled to lower its crude rate to protect seaboard refiners not 
supplied by the pipe line. It could, however, lower the crude 
rate without a corresponding reduction in its rate on refined. 
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Such a course would put the interior refineries at a disad- 
vantage in the export trade and would probably put 
many of them out of business. The Standard Oil Co. as the 
greatest of the interior refiners shipping oil for the export 
trade was in common with the other interior refiners interested 
in the situation. It had great refineries in the interior, some 
of which, notably those at Pittsburg, were largely dependent 
upon the Pennsylvania Kailroad. It was not ready at once to 
abandon its interior refineries and transfer its entire export 
business to the seaboard. It might never wish to do so. The 
situation was one that naturally led to an understanding 
between the parties. 

The Pennsylvania was ready to agree not to disturb exist- 
ing conditions, if the operation of the pipe line left it a sub- 
stantial part of the oil traflic, it being immaterial whether such 
traffic was in crude oil or refined. The Standard Oil com- 
panies might readily, for a time at least, defer the transfer to 
seaboard of their interior refineries making oil for the export 
trade. The National Transit Co., with the co-operation of the 
Standard Oil companies, was in a position to give the Penn- 
sylvania the assurances it required without incurring any 
onerous obligation. 

In the contracts of 1884 the National Transit Co. agreed 
that the local pipe lines should not discriminate in favor of 
the trunk line ; but that all shippers desiring oil dehvered 
directly to the Pennsylvania through the local lines should 
enjoy the use of the local lines without favor or discrimina- 
tion ; and it guaranteed that the Pennsylvania's total volume 
of business in oil, refined and crude, should be at least 26 
per cent. 

In other words, it undertook that neither by the diversion 
of crude oil from local shipping points nor by the transfer of the 
refining business to seaboard would the Pennsylvania's total 
volume of traffic be cut below 26 per cent. The Pennsylvania 
Eoad on its part agreed to observe the established relation be- 
tween freight on crude oil and freight on refined oil ; i. e., to 
treat one barrel of refined as equivalent to 1.3 barrels of crude. 
The terms of the guaranty were a secondary matter. The 
National Transit Co. undertook to deliver to the Pennsylvania 
at Milton on the Susquehanna Eiver, enough crude oil to make 
up any deficiency below the Pennsylvania's agreed percentage, 
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the railroad receiving therefor one-half of the current through 
rate from Colegrove, Pa. (the beginning of the trunk line) to 
seaboard. By the supplemental contract it was agreed that 
the Transit Co. in lieu of actually delivering the oil should, 
whenever the through rate from Olean to seaboard amounted 
to thirty cents or more, carry it through to seaboard, account- 
ing to the Railroad for the difference between one-half the 
rate from Colegrove to seaboard, and one-fifth of the rate from 
Olean to seaboard, on the oil so transported. 

The contracts were for five years and were thereafter ter- 
minable at the option of either party. 

It does not appear that any crude oil ever had to be deliv- 
ered or any payments made to the Pennsylvania under this 
contract. 

The Government insists that these contracts had an ulterior 
purpose, to wit : to make it to the interest of the Pennsylvania 
Railroad not to lower its rates to seaboard. The contracts in 
terms put no restrictions on the Pennsylvania's right to lower 
its rates. They put no restriction on the volume of traffic the 
Pennsylvania could carry. If it could by reducing its rates 
get more than 26 per cent, of the traffic, there was nothing in 
the contracts to prevent its doing so. The contracts were not 
to any appreciable extent an inducement to the Pennsyl- 
vania to maintain rates. If the total volume of seaboard traffic 
could be increased by a reduction of rate, the Pennsylvania's 
proportion would be correspondingly increased. If it could 
get more than its agreed proportion at profitable rates by 
making reductions, it was equally to its interest to make such 
reductions whether the contracts were or were not in force. 
The contracts did not, in fact, induce a maintenance of rates. 
Since the pipe lines reached the seaboard, the rate has been 
forty-five cents a barrel, or very much lower than the lowest 
rates ever obtained by the most favored shippers prior to the 
construction of the pipe line. The contracts of 1884 were 
manifestly not designed to put competitors of the Standard at 
a disadvantage ; but on the contrary were for the benefit of the 
entire trade, and in all respects fair and reasonable. 
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CHAPTER IV. 

Pipe Lines. 

The chaege that the Standaed Oil Companies monopo- 
lized THE PETKOLEUM CAERYING BUSINESS BY PIPE LINES, AND 
THEOUGH THEIE CONTEOL OF THE PIPE LINES HAVE BECOME THE 
SOLE PUKCHASEE8 OE CEDDE OIL IN THE DISTEICTS EEAOHED BT 
SUCH PIPE LINES, AND HAVE MONOPOLIZED THE PUECHASE OP 
CEUDE OIL, IS ENTIEELY UNSUPPOETED BY THE EEOOED. 

FIRST : Legal statns of pipe lines onraed by 
-various defendant companies. 

I. Certain of these pipe lines were built entirely on private 
rights of way without taking advantages of any statutory 
power of condemnation and by companies not organized under 
pipe line laws. It is the position of the defendants that such 
pipe lines are not and never were common carriers. 

1. Peaieie Oil & Gas Company. 

This company is a private corporation organized under the 
laws of the State of Kansas. It has no right of eminent 
domain. It has none of the extraordinary rights or powers of 
corporations engaged in the public service. It was organized 
solely for the transaction of its own business and has strictly 
confined itself thereto. It has never carried any oil for the 
public, nor has it ever held itself out to the public as a com- 
mon carrier. It has built entirely on private rights of way 
acquired by private purchase. It is not a common carrier by 
the law of tbe state of its incorporation, nor by the law of any 
other state in which it does business. 

The pipe lines owned by the Prairie Oil & Gas Company 
are those extending from the Mid-Continent field eastward to 
Griffith, Indiana. 

2. Ohio Oil Company. 

Substantially the same explanation is to be made as to 
this company. It is a private corporation, having no right of 
eminent domain ; organized for the transaction of its own 
business ; it has never held itself out to the public as a com- 
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mon carrier, nor is it a common carrier by the law of the state 
of its incorporation or by the law of any other state in which 
it does business. Indeed, so far as the transportation of oil 
is concerned, this company is specifically limited by its charter 
to oil produced or owned by it. 

3. Standaed Oil Company (New Jersey). 
The pipe lines from Unionville and Centerbridge across 
the State of New Jersey to Bayonne and neighboring points 
and the pipe line from Fawn Grove, which crosses the State of 
Maryland to Baltimore, were all built on private rights of way 
bought by the companies constructing such pipe lines (Payne, 
vol. 1, p. 367). These lines have never been operated as com- 
mon carrier lines. There are in fact in Maryland and New 
Jersey no statutes under which pipe line companies can be 
organized so as to acquire the right of eminent domain. 
These lines across the State of New Jersey and Mary- 
land were sold to the Standard Oil Co. (New Jersey) in 
November, 1905, (Payne, vol. 1, pp. 366, 370), and are used 
solely for the transportation of oil belonging to the Standard 
Oil Company (New Jersey), which receives the same at the 
State lines of New York and Pennsylvania, the points of de- 
livery being Unionville, Centerbridge and Pawn Grove. 
4. Standard Oil Co. (Califobnia.) 

The pipe lines in California transport oil originating in 
California to points of destination within the State. They 
were built by the Standard Oil Company (California) and are 
used only for transporting the oil of that Company. They are 
not common carriers and are not engaged in interstate com- 
merce. 

II. All of the pipe lines owned by any of the defendants, 
other than the three companies above mentioned, are situated 
in the States of Pennsylvania, New York, Ohio, Indiana, 
Kentucky and West Yirginia, and were constructed and have 
always been owned and operated by companies organized 
under general laws in some one of the said States, with the 
exception of the National Transit Company, which has a spe- 
cial charter. None of the charters of such companies are in 
any respect exclusive in character. Though it is not conceded 
that such companies are common carriers in interstate com- 
merce, yet they have all duly filed or concurred in tariffs under 
the Hepburn Act of 1906. 
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SECOND : Pipe lines must be considered 
under t-wo heads, viz : 

I. Gatheeing Lines ; and 

II. Teunk Lines. 

The gathering lines are a network of pipes spreading 
over the oil regions, reaching the wells of the various pro- 
ducers and providing means of transportation from the wells 
to railroad points, or to points on the trunk lines. The trunk 
lines are main lines of pipe extending sometimes for great dis- 
tances. They provide a substitute for transportation by rail 
but are not in themselves indispensable to the conduct of the 
oil business. Gathering lines alone are essential to enable the 
producer to market his output. 

Gathering lines not owned by Standard Oil interests are to 
be found almost everywhere in the oil fields ; and there is 
nothing to prevent these lines from extending a branch to the 
well of any purchaser who prefers to deal with them. Each 
of the larger oil fields, except only the Lima and Indiana held 
and the newly discovered field in Illinois, is connected with 
the seaboard by trunk lines not controlled by the Standard 
Oil interests. 

Mr. Calvin N. Payne describes the general arrangement of 
the pipe line system as follows : 

Q. The pipe lines of the country have been made 
and built for the purpose of transporting crude oil from 
the oil fields to refineries ? A. Yes sir. 

Q. Will you describe briefly such a pipe line, and of 
what it consists ? A. A pipe line consists of branch 
connections to producers' tanks. 

Q. Those you call gathering lines ? A. Those are 
gathering lines. Those lines are like a cobweb, they 
come in all directions, crossing one another, perhaps, 
but they come to a central locality within that field, 
that particular district, although there might be several 
central localities if the producing district was very 
large. The oil is gauged in the producer's tank. The 
first measurement is taken in the tank, and the bottom 
measurement, the last measurement, and the oil is 

run out. , T> 

Q. I don't care so much about that, Mr. Payne, as 1 
do for the physical system. A. From these central points 
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in the field (there may be one or more in the field) the 
oil is then conveyed — 

Q. In the central field are there storage tanks where 
the oil is collected from the gathering lines ? A. Well, 
there might be, and there is in some fields, and in 
oothers there is only a small amount of tankage. It 
would depend upon the size of the field. If it is a very 
large field, the storage tanks are built in large numbers, 
a regular system of them ; it depends upon the size of 
the field. The oil is conveyed from these several central 
locations to one of these tank farms, or tank cities, I 
might call it, to the larger collection of tanks. Those are 
principally located on the trunk lines ; those large 
amounts of tankage are located on the trunk lines, prin- 
cipally. Then the oil is taken from those fields, as de- 
mand is made for it, through the trunk pipe lines, to 
the destination where the shipper orders it taken, where 
he wants it delivered. 

I. Gathering lines and theie opeeation and eelation 

TO PUECHASES OE CKUDE OIL. 

1. Gathering linfis common carriers. 

The gathering lines owned by the companies which have 
filed their tariffs with the Interstate Commerce Commission, or 
have concurred in said tariffs, have at all times acted as com- 
mon carriers. This is evidenced by the contract between the 
Pennsylvania Eoad and the National Transit Co. (Ex. 14 an- 
nexed to the Bill). The National Transit Co. in that contract 
undertook that its local division would deliver into cars fur- 
nished by the railroad company, at any of its regular delivery 
points and under its regular delivery rules, whatever petroleum 
the owners thereof desired to have so delivered, and would 
make no discrimination, either in its local charges for carriage, 
storage and other services, or in the use of any of its local 
facilities, but would at all times treat it in all respects as favor- 
ably as it treated other petroleum that was delivered to its 
trunk line division or to any other through carriers. 

The method of operation of the local gathering lines is ex- 
plained by Mr. Calvin N. Payne (vol. 1, pp. 379-80). 

Q. A man produces oil, say, in the Pennsylvania oil 
field. A. Yes sir. 

Q. And when he delivers it into' your tank, he can 
get a certificate ? A. When he has credit on the books 
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of the pipe line for suflScient oil to cover the amount to 
which they is8iie certificates — the amount for which they 
issue certificates. Whenever he has a credit to that 
amount and wishes a certfiicate, that certificate is issued 
to him. 

Q. Having a credit means that he has delivered into 
your gathering system that oil ? A. Yes sir. 

Q. And it has been received and registered by you ? 
A. Yes. 

Q. And then you issue a certificate for the amount for 
which he has credit, if he wants it ? A. Yes sir. 

Q. And the oil is then in your possession ? A. Yes 
sir. 

Q. And that he can sell and have delivered at any 
point within the district? A. Yes sir, any delivery 
point within the district. 

Q. Any delivery point within the district ? A. Yes 
sir. 

Q. And so if he sells that, then the purchaser can 
call upon you for delivery at any one of those points ? 
A. Yes sir. 

Q. You have the oil in your system and you deliver 
it at the points specified ? A. Yes sir. 

The independent refiners at every point reached by the 
gathering lines of the Standard Oil Companies have the same 
access to the oil fields through those lines that are enjoyed by 
the Standard Oil refiners. (Payne, vol. 1, pp. 368-369.) A 
very large proportion of independent refiners get their oil 
through the gathering system of the Standard lines, {id., p. 369.) 

The reason why gathering lines can be successfully operated 
as common carriers is because they carry always the same kind 
of crude and for comparatively short distances. 

2. Crude oil purchases. 

The Standard Oil Companies in dealing with the pro- 
ducer stand on the same footing with anyone else who desires 
to deal with the producer. The purchases of oil for use 
by the Standard Oil Companies are made by the Standard 
Oil Co. (New Jersey) through the Joseph Seep purchasing 
agency. The only advantage enjoyed by the Joseph Seep 
purchasing agency over any other purchaser is that his agents 
are known to the producers, have excellent credit and are 
always to be found wherever a producer desires to dispose of 
his oil. The working of the Joseph Seep purchasing agency 
is described by Mr. Archbold as follows : 
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Q. Througli what source do the Standard Oil inter- 
ests purchase their crude oil ? A. The Standard Oil 
Company of New Jersey purchases its supplies of crude 
oil principally, or indeed substantially, through Joseph 
Seep and his agencies. 

Q. And that is known as the Seep Agency, is it ? A. 
Yes, sir. 

Q. Can you tell us the modus operandi of the pur- 
chases ? A. Mr. Seep has his principal office at Oil 
City, Pennsylvania, but he has his local agents at every 
important point throughout the oil-producing territory 
with reference to the convenience of the producers in 
reaching the office and selling their oil and getting their 
money. 

Q. Does the producer sell this directly to the Seep 
Agency ? A. He does ; yes, sir. 

Q. Then, where is the oil purchased — at the wells ? 
A. The oil is purchased after it is run into the pipe line. 
The pipe line company takes it from the well and gives 
the producer a ticket showing the amount run, and that 
ticket is the thing sold by the producer. 

Q. That is, the pipe line gives the producer a cer- 
tificate ? A. Yes, sir. 

Q. And is it that certificate which is sold by the pro- 
ducer to the Seep Agency ? A. Yes, sir. 

Q. That certificate or balance receipt evidences the 
quantity of oil that the producer has in the pipes ? 
A. Yes, sir. 

Q. Is that correctly stated ? A. Yes, sir ; that is 
correctly stated. 

Q. After the producer gets his certificate what may 
he do with it ? A. Well, he may keep the oil in the 
pipe line for thirty days, as I recall it, without any cost 
for storage, if he thinks that during those thirty days 
the market conditions may improve, or he may keep it 
indefinitely in the storage tanks of the pipe line at the 
stated storage charge. That is fixed by the pipe line. 

Q. Do you remember what that storage charge is ? 
A. My recollection is that in all the local lines now it is 
25 cents a day for a thousand barrels. 

Q. So that on the payment of 25 cents a day storage 
per thousand barrels the producer may keep his oil in- 
definitely on these certificates ? A. Yes ; or as a credit 
balance. 

Q. In those fields where the Seep Agency piirchases 
its oil, can you state whether there are other purchasers 
of crude oil than the Standard Oil interest? A. Oh, 
there are other purchasers of crude oil in pretty much 
all the oil-producing sections. 

Q. Are they purchasing the crude oil from the pro- 
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ducer in competition with the purchasers representing 
Standard Oil interests ? A. They are. 

Q. And has that been the case during all these 
many years that you have been connected with the in- 
dustry ? A. It has, or substantially so. 

Q. What, if anything, may the producer do with 
his certificate in so far as disposing of it is con- 
cerned ? A. Oh, he may sell it to any buyer that he 
pleases. 

Q. How would the purchaser of the certificate or 
credit balance get the oil so purchased from the pipe 
line company ? A. The pipe line company has stated 
delivery points at which it would deliver on the cer- 
tificate as submitted to it. 

Q. Are those delivery points railroad points ? A. 
Railroad points. 

Q. Do you mean by stated delivery points stated 
railroad delivery points, where the oil would be taken 
by the railroads and transported if required ? A. I am 
speaking now of the gathering, the local lines. 

Q. These certificates are issued by what lines ? A. 
The United Pipe Lines, a division of the National 
Transit Company. 

Q. What 'are the United Pipe Lines ? A. They are 
the local gathering lines in the older part of the oil-pro- 
ducing regions. 

Q. Can you give us an idea, based upon your expe- 
rience in that connection, of how well the producer, in 
so far as the question of the gathering and handling of 
his oil is concerned, has been taken care of by the pipe 
lines owned and controlled by the Standard Oil inter- 
ests, and if so, will you please do so ? A. My answer 
would be that the service of the United Pipe Lines and 
of the pipe lines of the Standard Oil interests through- 
out has been most satisfactory to the producing class, 
to the producers of oil. It has given them a prompt 
and steady outlet for their products, and they as a body 
realize the efficiency of the service and the fairness of 
the prices paid. Speaking generally, I should say that 
as a system it is the most perfect system for the hand- 
ling of a commodity that can be found anywhere on 
earth, and it is so considered by the great body of oil 
producers. 

(Archbold, vol. 17, pp. 3235-3236.) 

3. Crude oil prices. 

The Standard Oil Co. fixes the price which it will ofi'er, 
from time to time, for crude oil. It has no means of fixing the 
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price at whicli the producer will sell except to make its offer 
attractive. The principles which govern the Standard in fixing 
its offering price are stated at length by Mr. Archbold (vol. 17, 
pp. 3236-3238) : 

'•• Q. It has been charged by the Government in this 
case that the prices which the Standard Oil interests 
pay for crude oil are arbitrarily made by the Standard 
Oil interests. Will you please tell us, if you can, how 
crude oil prices are arrived at ; that is, I mean the 
prices which the Standard Oil interests offer the pro- 
ducer for the crude oil purchased ? A. Well, I think I 
should answer that question first generally by_ quoting 
a circular which the Standard Oil interests issued to 
the producers when the present system was inaugurated 
many years ago, that they would at all times pay the 
highest price which the markets of the world will justify 
for the crude oil. Now, I can go into a very consider- 
able particularization of the way in which it is currently 
reached, if you wish me to do so. 

Q. I would like to have you do so. A. Of course, in 
the first place, the general question of supply and de- 
mand is taken into consideration, and on that, as on 
many other features affecting the price, we are in re- 
ceipt of daily information from the world over as to the 
causes that would tend to and that do influence the 
price for crude oil. We take those reports into consid- 
eration primarily. We take into consideration the ques- 
tion of availability of the product in the district in 
which it is produced. We take into account the yields 
in various products from the crude oils produced in the 
different sections, because the crude oils of the different 
sections vary greatly in quality. 

Q. Just what do you mean by the yields of the 
crude ? A. I mean in the process of distillation that 
the products of certain of the crude oils are much more 
valuable than those of others. Take, for instance, the 
crude oil production of the mid-continent field and of 
Illinois. It is of inferior quality. It is a heavy oil, 
and the products obtained from it are of much less value 
than are the products obtained, if you please, from Ohio 
and Indiana oils, and they in turn are much less valu- 
able than are the products obtained from the Penn- 
sylvania crude oil, so called, and under the term 
"Pennsylvania" I would include the product of West 
Virginia, of southeastern Ohio, and some portions of 
Kentucky, where the oils from these latter sections are 
the best crude oils produced ; that is, they give the 
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best resultant yields, the most valuable products. Of 
course it costs more to produce the oil in Pennsylvania, 
and therefore a price is paid there to stimulate in that 
respect. 

Q. Will you go on with your explanation in detail 
of any other elements that enter into the making of the 
price ? A. Yes. The question of the volume of pro- 
duction must be taken into account also. The mid-con- 
tinent field is producing a quantity of oil that it is im- 
possible to market, and it must, therefore, seek a level 
at which some new use can be made for it, such as fuel, 
if you please, or where people are willing to invest cap- 
ital in its storage, involving the purchase of land, the 
erection of tanks, and the care of the oil for an indefinite 
period awaiting a market, and during that period also 
there is a depreciation in the value of the crude oil 
stored, because the lighter parts evaporate and the 
heavier parts become difiScult of distillation and there 
is a general depreciation. All of these considerations 
are taken currently into account in the effort to find 
the fairest basis of price possible which to offer in these 
various sections. 

Q. Take it in the mid-continent field. Do I under- 
stand you to say that the price of the oil there has any 
relation to its use as fuel rather than its use merely as 
an illuminant ? A. It is practically, and has been for 
a long time, at that point. It is really coming into 
competition with coal for use on the railroads in a large 
way, and for general manufacturing purposes as a fuel. 

Q. What relation has that to the price paid for 
crude oil ? A. Well, it seeks that level to find a 

market. • , .i 

Q, Are there any other elements that enter into the 
question of crude oil prices than those which you have 
mentioned ? A. Of course a very important element is 
the competition of foreign oil fields. We are having of 
course very serious competition now in many sections 
of the world. That has to be taken into consideration 

currently. oat 

Q. Just what do you mean by that ! A. 1 mean 
that oil is being produced in different sections of the 
world and marketed to a very large extent, and in our 
effort to hold our position in foreign markets we must 
reckon currently with the oflerings from those fields. 

Q. That is to say, the crude oil which you purchase 
in this country to some extent— the exact extent I shall 
develop later— is sold in the markets of the world and 
against the product of the world's markets? A. Yes, 
sir. 
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Q. And do I understand that that has any relation 
to this question of price ? A. Oh, a very marked rela- 
tion, a very important relation. 

Q. Well, the price which you pay for crude oil is 
how related, then, to the export price of crude oil? A. 
We find currently at what price we can sell the finished 
products in the markets of the world, and that is a 
feature entering into our consideration of the price we 
can pay for crude oil here. 

Mr. Benson, a witness called on behalf of the Government, 
testifies in respect to the charge that the Seep agency fixes 
the price of crude oil, as follows (vol. 1, p. 228) : 

Cross-examination by Mr. Eosenthal : 

Q. You say the Seep Agency fixes the price of crude 
oil. What do you mean by that, Mr. Benson ? A. I 
mean that Joseph Seep makes a price at which every- 
body sells that sells to the Standard Oil Company or its 
affiliated interests. 

Q. All you mean by that is that the Seep Agencj^, 
representing the Standard Oil and the Standard Oil 
interests, offers a certain price for crude oil to the pro- 
ducers of crude oil, and those producers are at liberty 
to sell at that price, if they wish to sell ? A. Tes sir. 

Q. The other producers of crude oil are under no 
obligations whatsoever to follow that price unless they 
wish to, are they ? A. Certainly not. 

The Standard Oil Company, in order to obtain oil, has to 
pay the price determined by market conditions, among which 
competition plays its full part. The testimony of Mr. Litch- 
field shows that, in Kansas and Oklahoma, the Prairie Oil & 
Gas Company pays 41 cents per barrel for oil, while its chief 
competitors pay anywhere from thirty to thirty-five cents. 
(Litchfield, vol. 16, p. 2661.) The prices of Lima and Indi- 
ana oil, of which the Standard Companies are the chief and 
almost the only purchasers, have risen from fifteen cents a 
barrel to one hundred and five cents a barrel, and have been as 
high as one hundred and thirty cents. (Burton, vol. 16, 
p. 2638.) In the Pennsylvania field, with declining produc- 
tion, the prices have steadily increased, though of course 
the competition of the western oils has tended to keep them 
down. 
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4. Producers satisfied. 

The producers of oil who would be the class primarily 
affected if the Standard Oil Company monopolized the pur- 
chase of crude oil through its ownership of pipe lines, have no 
grievance against the Company. Mr. Emery testifies to the 
great efforts made by the Pipe Line Companies to reach every 
new well with their lines and to provide storage for the 
output (Emery, vol. 6, p. 2745). Not one witness has ap- 
peared on behalf of the Government to allege that the prices 
paid by the Standard Oil Company are unduly low, or are in 
any sense arbitrary or oppressive. In the Mid-Continent field, 
where the pipe line system is a private line owned by the 
Prairie Oil & Gas Company and where, if anywhere, the 
Standard Oil Company is in a position to take advantage of 
the producers, the Standard Oil Company pays 41c. a barrel 
for oil, while its chief competitors pay from 30c. to 35c. The 
fairness of its dealings with the producers is testified to by 
Litchfield, Barnes, Greenlees, Geiser and Johnson (vol. 16, 
pp. 2664-5, 2715, 2717; 2747, 2774; 2840-1; 2779, 2783- 
2784, 2786). Similar testimony from the Ohio field is given 
by Watts (vol. 16, p. 2708). All the evidence in the case fully 
corroborates Mr. Archbold's statement (vol. 17, p. 3236) : 

" My answer would be that the service of the United 
Pipe Lines and of the pipe lines of the Standard Oil 
interests throughout has been most satisfactory to the 
producing class, to the producers of oil. It has given 
them a prompt and steady outlet for their products, 
and they as a body realize the efficiency of the service 
and the fairness of the prices paid. Speaking generally, 
I should say that as a system it is the most perfect 
system for the handling of a commodity that can be 
found anywhere on earth, and it is so considered by the 
great body of oil producers." 

5. Sales to independent refiners. 

The charge made by the Government that independent re- 
finers have been coerced into selling their export oil to the 
Standard through its control of the pipe lines, is utterly with- 
out foundation. 

The fact that the independent refiners purchased from the 
Standard instead of purchasing directly from the producer has 
nothing to do with the Standard's control of the pipe lines. It 
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is entirely due to the fact that it is much more convenient for 
them to purchase from the Seep purchasing agency at one- 
quarter of one per cent, commission than to maintain purchas- 
ing agencies of their own dealing directly with the producer. 
The elaborateness of a purchasing system sufficient to obtain a 
supply of oil in large and regular quantities in the Pennsyl- 
vania field is evident from the fact testified to by Mr. Emery, 
(vol. 6, p. 2744) that the 136,000 wells in the entire Pennsyl- 
vania field produce 58,000 barrels of oil a day, or less than 
one-half of a barrel to the well. It takes an elaborate and 
well organized system to obtain from such sources large and 
regular supplies of oil, and nothing prevents the independent 
refiners from maintaining such a system except that they find 
it cheaper and easier to buy from the Seep agency. 

The charge that restrictions were put upon the independ- 
ent refiners coercing them into selling their export oil to the 
Standard is most extraordinary, in view of the actual facts. 
Mr. W. H. Tilford (vol. 1, pp. 173-176) testifies : 

Referring to Exhibit 15 annexed to the petition, and having 
identified the companies named therein in a general way as 
having been engaged in refining oil at the time mentioned, and 
as having bought crude oil for a period of years from the 
Standard Oil Companies, he testified that the crude oil so sold 
to the companies named in the said exhibit was what is desig- 
nated in the trade as " Pennsylvania oil," coming from Pennsyl- 
vania, West Virgiania and Southern Ohio ; that the Standard 
had other customers for this crude, and that the demand of its 
own companies for the same crude was large ; that the supply 
of this Pennsylvania oil had been decreasing for a period of 
years. He then continued : 

Q. Had the demand of this group of refiners been 
increasing all the time ? A. Yes, sir, very rapidly. 

Q. Will you give me the figures that would show 
that ? A. We sold the refiners in this group, or sub- 
stantially this group — anyway, we sold refiners in west- 
ern Pennsylvania, in round figures, 302,000 barrels of 
crude oil for the year 1896. That increased until we 
sold them 1,750,000 barrels in 1903, or nearly 600 per 
cent. 

Q. Per year ? A. That is for the year, yes, in both 
cases. 

Q. And had that increase from 300,000 barrels, in 
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round figures, a year, in 1896, to 1,700,000 in 1903, been 
a gradually increasing quantity ? A. Yes, rather rap- 
idlj' during the last few years preceding 1903. 

Q. And from, as I understand you, a declining field ? 
A. Yes sir. 

The witness said that this oil was a superior crude oil for 
which there was a great demand, and which was regarded as 
the finest crude oil produced ; also, that he had participated 
in the making of the arrangements embodied in Exhibit 15 in 
1903 ; that about that time the refining companies mentioned 
in the agreement had been notified that all of their increasing 
orders could not be filled ; and that the Standard's agent in 
the oil regions had arranged for a meeting of these refiners, to 
see if some sort of an arrangement for selling them crude oil 
could be made ; that the witness attended such meeting in 
Buffalo, and met there a number of the independent refiners, 
who had organized an association ; that the new arrangement 
expressed in Exhibit 15 grew out of that meeting ; Mr. Tilford 
further testified as follows : 

Q. Will you give me, Mr. Tilford, an idea of what, 
since that time (1903 down to date), has been the total 
product from the crude supplied by you and the amount 
that has been sold to the Standard for export ? A. 
For the three years ending December 31, 1906, we sold 
those refiners in western Pennsylvania and Ohio a trifle 
over 4,500 barrels of crude oil a day, 365 days in the 
year, those particular refiners. 

Q. Yes, this group of refiners ? A. This group of 

refiners. 

Q. 4,500 barrels a day? A. A trifle over 4,500 bar- 
rels per day, based on 365 days a year. 

Q. Of crude oil ? A. Of crude oil. They sold us, 
during the same period, an average of 427 barrels per 

day. 

Q. Barrels per day ? A. Yes sir. 

Q. So that, under this arrangement, they sold to the 
Standard for export, a tenth of their product, about a 
tenth of their product, from the crude oil furnished 
them by the Standard ? A. I wouldn't say a tenth of 
their product, because I don't know what their product 
was. They sold barrels of refined oil, which was about 
one-tenth in quantity of the quantity of crude oil sold. 

Q. Very well, then, that corrects my question. 
They sold barrels of refined oil one-tenth of the quan- 
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tity of the barrels of crude oil that the Standard had 
supplied ; that is so ? A. Substantially. 

Q. And the rest of their product, as you understand, 
was refined oil that they sold in the domestic market ? 
A. I suppose they did ; I don't know where they sold 
it. They sold it to somebody other than to our com- 
pany. 

Q. So that for those three years, the amount of oil 
that has been sold to tlie Standard under this agreement 
has been about 425 barrels a day on an average. A. 
427, to be correct. 

It was stipulated (vol. 20, p. 457) that the sale of crude oil 
made by Standard Oil Companies to the refiners named in 
Exhibit 15, above referred to, during the first six months of 
1907, amounted to 825,845 barrels. 

The fairness and reasonableness of the agreement with 
the independent refiners for the purchase of their export 
oil appears so fully from the memorandum annexed to the Bill 
as Exhibit 15, that no comment upon it is necessary. 

The contract between the National Transit Co. and the Tide- 
water Oil Co., for the sale to the Tidewater Oil Co. of two to 
three thousand barrels of crude oil a day at the option of the 
Tidewater, is another instance where a competitor has seen fit to 
avail itself of the facilities afforded by the Seep purchasing 
agency in obtaining crude oil. 

The Standard Oil Companies are under no sort of obligation 
to extend the facilities of the Seep agency to other refiners. 
If they choose to do so they may fairly ask as an equivalent 
that their foreign marketing companies be permitted to handle 
the export oil of the refiners to whom such facilities are 
afforded. The fact that the Standard interests are willing to 
utilize their purchasing agency and their foreign marketing 
companies to supply crude oil to, and to dispose of the pro- 
duct of, independent refiners, in itself affords the best possible 
proof that their aim is not monopoly. 

II. Tbunk Lines. 

1. The trunk lines as a practical matter have never carried 
oil for anyone except the Standard Oil Companies, and have 
never been asked to do so. (Payne, vol. 1, p. 335 ; J. D. Arch- 
bold, vol. 17, p 3432 ; Towl, vol. 17, p. 3612). The reasons 
that prevent others from making use of the trunk lines are 
inherent in the nature of the business. The fact that they 
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are not used by others is not due to any obstacles put in tbe 
way of such use by the Standard Oil Companies. The reasons 
are : first, that the pipe lines are in their nature adjuncts to a 
refinery business, and the idea- of operating them as inde- 
pendent common carriers is illusory ; second, they necessarily 
have to transport oils of different kinds and qualities, and the 
resulting contamination practically prevents their use except 
in cases where the oils of different grades are all owned by the 
same interests. This statement will be extended at a later 
point. [Posl, pp. 194 and 210). 

2. The charge that the pipe lines in New Jersey and Mary- ' 
land were conveyed to the Standard Oil Co. (New Jersey) by 
the National Transit Co. and the New York Transit Co., in 
violation of the latter companies' obligation to the public and 
for the purpose of preventing the use of the pipe lines by in- 
dependent shippers desiring to ship oil to the seaboard, is 
utterly unwarranted. The pipe lines in New Jersey and 
Maryland were conveyed to the Standard Oil Co. (New Jersey) 
in 1905, more than a year before the passage of the Hepburn 
Act (Payne, vol. 1, p. 365). These lines had been in existence 
for a great many years. The companies owning them were 
not organized under the laws of New Jersey and Mar^dand, 
and had none of the rights or obligations of common carriers 
in either of those States (Payne, vol. 1, p. 367). The lines in 
New Jersey and Maryland have been constructed on private 
rights of way (id.) Thej' have never transported oil for 
anyone except the Standard Oil Companies, and had never 
been called upon so to do (Payne, vol. 1, p. 335 ; J. D. Arch- 
bold, vol. 17, p. 3432 ; Towl, vol. 17, p. 3612). 

After the conveyance in 1905, the National Transit Co. and 
the New York Transit Co. continued to deliver oil at the State 
lines to the Standard Oil Co. (New Jersey). In the Fall of 
1906, the Hepburn Act was passed, and under this Act the 
National Transit Co. and the New York Transit Co. filed or 
concurred in tariffs, naming among the points at which they 
would deliver oil the points on the State line of New Jersey 
and the State line of Maryland where they were delivering oil 
to the Standard Oil Co. (New Jersey). In order to put them- 
sekes in a position to comply with the requirements of the 
statute in case anyone else desired the delivery of oil at those 
points, the companies provided tankage at Centerbridge, Union- 
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ville and Fawn Grove. The Standard Oil Co. (New Jersey) con- 
structed pumping stations at those points, and thereafter received 
the oil from the pipe line companies at those points, and itself 
pumped it forward to the points of final delivery (Payne,^ vol. 
1. pp. 363-367). Anyone who desires so to do can ship oil by 
the trunk lines to Centerbridge, Unionville or Fawn Grove, 
and take it there from the tanks provided for by the 
pipe line companies. The Government makes the point 
tbat no independent refineries are located at these places. 
There is nothing to prevent independent refineries from 
being located there or from constructing private 
pipe lines to their refineries from those points. 
The suggestion that the terminus was fixed at 
remote points on the State lines in order to prevent independ- 
ents from making use of them, and that thereby independents 
have been prevented from making use of them, is somewhat 
absurd. The lines which have filed tariffs with the Interstate 
Commerce Commission have stations at Marcus Hook and 
Philadelphia, which are two of the greatest independent re- 
fining points. They have stations at Buffalo and many other 
centers (Payne, vol. 1, pp. 368, 335). The practical difficulties 
in the way of employing the trunk lines as common carriers 
have prevented outsiders from shipping oil to any of these 
points. 



THIRD. The charge that the defendants have 
exacted excessive and nnreasonable rates for the 
carriage of crude oil and rates which were dis- 
criminatory against competitors of the Standard 
Oil Company is unfounded. 

I. There is not an iota of evidence that there has been any 
discrimination in rates. On the contrary, the defendant com- 
panies for whom the pipe line companies have transported 
crude oil have invariably paid the full rates. 

II. Eates not unreasonable. 

1. To establish its contention that the rates for transporta- 
tion through the defendants' pipe lines are unduly high and 
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indicate monopoly, the Government relies upon tlie large 
nominal profits made by the Standard pipe line companies. 
This argument is not sound. 

The nominal profits of Standard Oil pipe lines are not due 
to exorbitant rates, but to the fact that pipe lines were built, 
and have been extended and developed, as factors in a great 
business which includes the purchasing and storing of crude 
oil, the operation of great refineries and the marketing of the 
products. The location and capacity of the pipe lines have 
been determined by their relation to the other branches of the 
business, with the result that in their practical operation they 
are used at all times to their full capacity, except so far as the 
failure of oil fields has limited their use (Payne, vol. 1, p. 
360 ; Archbold, vol. 17, pp. 3254-5). Mr. Payne testifies (vol. 
1, p. 360) : 

Q. Did you ever know of a pipe line being built ex- 
cepting to connect particular refineries with the oil 
fields ? A. I never knew a pipe line to be built that 
was not built to take care of the owner's own produc- 
tion, or to convey all to the refinery that the investor in 
the pipe line owned ; either for one purpose or the 
other, or sometimes both ; taking his own oil from his 
own well and conveying it to his own refinery. 

2. The Government has introduced a considerable amount 
of evidence to show the relation between the cost of trans- 
porting each barrel of oil carried by the pipe lines and the 
nominal charge made for such transportation. From this com- 
parison, the argument is made that the charges of transporta- 
tion are inordinately high. The calculation made by the 
Government, of course, leaves out of consideration a most im- 
portant element, to wit, the fact that the life of the pipe line 
and its earning power are necessarily limited, and it is 
wholly uncertain to how short a time its usefulness will 
be limited or how rapidly its earning power will depreciate. 
But the vitally important element which is not taken into 
consideration is this: The operating expenses, for the most 
part are fixed, the profits vary with the volume of busi- 
ness ; therefore, the ratio of profits to operating expenses 
is dependent on the volume of business. If each pipe 
line is to be considered separately, the situation is this: 



180 

It has in the Standard Oil Company a great shipper, 
which so regulates its shipments as to yield the pipe line 
the maximum possible profit. No one else has any 
right to complain because this profit is large. The fact 
that the shipper so regulates its shipments because it is the 
owner of the pipe line and the profits of the pipe line are its 
profits makes no diiference to anyone else. To prove that the 
pipe line charges in themselves are exorbitant, it would be necas- 
sary to find for comparison cases where pipe lines were operated 
as separate independent enterprises, acting solelj' as common 
carriers and having no shippers especially interested in en- 
hancing their profits. No evidence whatever has been intro- 
duced to show that pipe lines so constructed charging the same 
rates that are charged by the Standard Oil Companies would 
be particularly profitable enterprises. If independent pipe 
line enterprises offered such returns as the nominal profits of 
the Standard Oil pipe lines, (due almost altogether to pay- 
ments made by the other Standard Oil Companies), unlimited 
capital wonld be available to duplicate the Standard Oil pipe 
line system. 

3. All the evidence in the case indicates that the gathering 
charge of 20c. per barrel made by the Standard Oil Co. gather- 
ing lines is the proper and reasonable, and almost universal 
charge. It is the charge fixed by Law in West Virginia (Laws of 
W.Va., 1891,Ch. U, Sect. 7). Where a different scale of 
gathering charges has been adopted, they are just as high, for 
example : The Texas Company, the pipe line from Glenn Pool, 
Indian Territory, to points in Texas, charges for " gathering, 
preliminary to receiving same (crude petroleum) into the main 
trunk line, 20e. per barrel where the distance is 15 miles or 
more " (Def. Ex. 221, vol. 19, pp. 608-9), The average length 
of the gathering lines connected with the Standard Oil trunk 
lines is from 18 to 20 miles (Page, vol. 16, p. 2974). 

4. If a wider view is taken of the pipe line profits, it will 
be seen that the actual capital on which the profits of any par- 
ticular pipe line are made is vastly greater than the capital in- 
vested in such pipe line. The investment of the Standard Oil 
Companies in crude oil is part of the investment on which the 
pipe line profits as a whole are made. The losses and expenses 
and hazards of this investment are to be counted against pipe 
line profits {ante, p. 93). 



181 

The refining plants which enable the Standard Oil Com- 
panies to use the pipe lines to their full capacity are in a 
measure part of the investment, and so also are the 
marketing stations and the foreign companies which en- 
able the refining companies to take and dispose of the 
crude oil carried by the pipe lines. More immediately, the 
millions of dollars spent in the Prairie Oil & Gas Co. and in 
the Ohio Oil Co. were necessary to preserve the value of the 
lines in Ohio, New York and Pennsylvania, and as a general 
proposition, the investment of each amount spent in the con- 
struction of a new trunk line or new gathering system is to be 
counted against-the pipe lines, whose earning capacity is pre- 
served by such investments. 

5. This review of the situation makes evident the illogical 
character of any argument founded on the profits of the pipe 
lines. The profits of the pipe lines form part of the general 
profits of the Standard Oil business as a whole. The charges 
for carrying oil, which go to make up those profits, are almost 
altogether paid by the other Standard Oil Companies. The 
pipe lines were constructed as adjuncts to the business as a 
whole. Their importance to the business does not depend on 
the profits they make, but on the fact that they afford facili- 
ties which are essential to the conduct of the business on the 
present scale and greatly reduce the expense of doing busi- 
ness. The proportion in which the profits as a whole are di- 
vided between the pipe lines and the other companies is a 
matter of no consequence. As stated elsewhere in the dis- 
cussion of the subject of profits, all profits derived from pipe 
line transportation are merged in and form a part of the total 
net profits of the Standard Oil Co. (New Jersey), and appear 
in its balance sheets. The only reasonable way to judge of 
the subject of defendants' profits is to consider them, not in 
part, but as a whole, and in reference to the total amount of 
capital invested in the entire business. As hereafter shown 
{post, p. 519) these total net profits of the defendants have 
been reasonable. 
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FOURTH. The defendant companies which 
have filed or concurred in filed tariffs have fally 
performed all the duties which in any view of 
their legal status it can be claimed they are or 
ever were liable to perform. 

I. Such companies are the following : 

State of 
Ns'i^s- Organization. 

National Transit Company Pennsylvania. 

New York Transit Company New York. 

Southern Pipe Line Co ...Pennsylvania. 

Crescent Pipe Line Co. a.o. 

Northern Pipe Line Co. do. 

Indiana Pipe Line Co Indiana. 

Buckeye Pipe Line Co Ohio. 

Eureka Pipe Line Co West Virginia. 

Southwest, Pa., Pipe Line Co. ..Pennsylvania. 

Cumberland Pipe Line Co.. .Kentucky. 

Of the foregoing companies, no interstate shipments 
originate with the following : 

Northern Pipe Line Company, 
Crescent Pipe Line Company, 
New York Transit Company, 
Southern Pipe Line Company. 

As to all interstate shipments passing through their lines, 
these companies last named have respectively filed with the 
Interstate Commerce Commission concurrences in the various 
schedules of rates filed by the companies upon whose lines 
such interstate shipments originated. All the remaining com- 
panies above named have duly filed with the Interstate Corn- 
mere Commission all tariffs required by the Interstate Com- 
merce law. Such tariffs were filed in or about the month of 
August, 1906, or shortly thereafter, and must be presumed to 
have been satisfactory to the Interstate Commerce Commis- 
sion. 
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II. In support of its allegations concerning the perform- 
ance by the above named defendants of their alleged duties, 
the petitioner has placed in evidence a condensed table of the 
tariffs filed or concurred in by such companies with the Inter- 
state Commerce Commission and the full text of several of 
such tariffs (Pet. Ex. 39-49, vol. 7, pp. 124-150). Also 
certain balance sheets of pipe line companies (vol. 7, pp. 
154-233, 367, 405 ; vol. 8, pp. 612-623 ; also condensed tables 
of pipe line rates vol. 7, p. 124). 

III. There is no proof in the record that the rates stated in 
the tariffs as filed are in themselves excessive or unreasonable. 

These rates are the same as the rates prevailing prior to 
the Act of 1906, and everything that has heretofore been said 
on the subject of charges by the pipe lines is applicable to 
them. It may be added that they were for the most part fixed 
many years ago and have continued substantially without 
change down to the present time. Neither independent shippers 
nor the Interstate Commerce Commission have raised any 
question as to their reasonableness. 

IV. Facilities for independent shippers and refiners. 

1. There is no proof in the record that the defendant com- 
panies which have filed or concurred m pipe line tariffs, or 
any of them, have refused to furnish equal or any facilities for 
the receiving or delivering of oil of independent refiners or 
shippers, and such is not the case. 

2. The various pipe line tariffs offered in evidence by the 
Government are conclusive proof that the companies filing and 
concurring in them have offered to independent shippers and 
refiners precisely the same facilities which they offered to 
Standard Oil shippers and refiners. These tariffs mention as 
receiving points all points at which oil is collected for ship- 
ment to the points of destination named in the vanous tarifls 
from the respective producing fields tributary to the lines of 
the respective companies and such points are all the possible 
points of origin of interstate shipments in the respective fields 
The tariffs also name as points of destination to which oil will 
be transported for any shippers, including independents the 
terminals of the lines and all intermediate points at which oil 
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is now or was, prior to the filing of said tariffs, delivered to 
any Standard Oil refiner or other interest. 

3. If, by the charge that the companies which have filed or 
concurred in such tariffs fail " to deliver oil at the stations 
along their lines where the said shippers and refiners desire 
the said oil to be delivered," it is meant that delivery points 
have not been provided wherever it might suit the convenience 
of a shipper or refiner to ask that the same be established, it 
may be said 

(a) There is no proof that any request for the es- 
tablishment of any such delivery point has ever been 
made, and such is not the fact ; 

(h) Delivery is not made, even to Standard Oil in- 
terests, at any points except those named in the tariffs, 
and could not be for the reason that, 

(c) it is impossible to deliver oil from a pipe line, 
except at points where there is large tankage. 

Tankage occurs only at certain pumping stations, and 
usually at terminal stations. Intermediate pumping stations 
are not commonly provided with tankage, and if they are, 
the stations are generally situated at points entirely unsuit- 
able for refining purposes, their location being determined 
by engineering considerations and by convenience to coal 
and water (Towl, vol. 17, p. 3598). From Morgantown 
to Millway on the Southern Pipe Line, a distance of 210 
miles (vol. 16, p. 2977), there is no pumping station provided 
with tankage and presumably, therefore, no point at which de- 
liveries could be made (Vandergrift, vol. 16, p. 3006). To 
assume that a connection for delivery could be made with a 
pipe line at any point intermediate between tankage stations 
is the most mid-summer madness, as is evidenced from a con- 
sideration of the testimony in regard to the operation of pipe 
lines discussed hereafter (post, pp. 194-5). The charge is with- 
out any proof and is based upon an utter lack of knowledge of 
the conditions of operating pipe lines. 

V. The charge that " at other times they (the defendants 
companies) have refused to transport oil belonging to others 
than the defendants and their associated companies," so far as 
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it relates to the companies filing or concurring in said tariffs, 
is unsupported and is disproved by the testimony of Mr. Towl 
already quoted (vol. 17, p. 8612). 



FIFTH. The tariffs filed in or since August, 
1906, do not impose upon independent shippers 
nnreasonable conditions as to quantity. 

1. The tariffs in evidence (Pet. Exs. 39-49, vol. 7, pp. 124- 
150) show the various minimum amounts which will be ac- 
cepted under the various tariffs for transportation. The lan- 
guage concerning these minimum requirements is substantially 
tlie same in all the tariffs and a single example will sufiice : In 
Petitioner's Exhibit 45 (vol. 7, p. 140), being a tariff of the 
Indiana Pipe Line Company in connection with others, for 
transportation from Griffiths, Indiana, to Unionville, New York, 
the provisions are as follows (italics ours) : 

" Second. It will forward such crude petroleum, 
when there has been tendered to it by a shipper indi- 
vidually or iy him and others, a quantity of the same 
kind and quality of crude petroleum, amounting in the 
aggregate to not less than 300,000 barrels, all of which 
shall be consigned for delivery to the same delivery 

point." 

^ * * * * « * x 

" FoDBTH. Orders for the shipment of any specified 
kind of such crude petroleum shall only become effective 
when orders from the shipper, in connection with orders 
from other shippers, for the same kind and quality of 
petroleum shall amount in the aggregate to three hun- 
dred thousand (800,000) barrels, or more, consigned, to 
the same point of delivery ; and subject to this require- 
ment, orders for shipment shall become operative in the 
order in which they shall have been received." 

The amounts of these various minimum shipments, which will 
be accepted under the respective tariffs, were determined in 
good faith by a body of experts after a consideration of all the 
conditions connected with the transportation of oil through the 
respective lines and between the respective terminals named. 
Mr. Forrest M. Towl, Civil Engineer, graduate of Cornell Uni- 
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Tersitj, for twenty-two years connected as Engineer with the 
Standard Oil Pipe Line interests, testified as follows (vol. 17, 
p. 3603-4) (italics ours) : 

" Q. * * * Were you called upon to advise in 
regard to fixing the amounts of those shipments ? A. 
Tes sir. 

Q. Alone, or with others ? A. With others. 

Q. The others were experts like yourself? A. They 
were men who were interested in the work ; had been 
handling the oil. 

Q. Was this presented to you as an expert question 
to decide or to advise ? A. As a practical operating 
question, I should say, more than as an expert — a prac- 
tical operating question. 

Q. What considerations entered into the determina- 
tion of these amounts by yourself and your colleagues ? 
A. The consideration of the complexity of the system 
through which the oils would have to go and a 
knowledge of the conditions that we had met ; that we had 
had to handle the oil in large hatches in order to prevent 
the mixing. 

Q. How did the complexity of the system bear upon 
the problem ? A. We knew that there was a mixture in 
the longer lines. We knew that there was a still further 
mixture, due to the parallelling of lines of different sizes 
— whether the oil goes into the tanks or does not 
go into the taiiks when it passes through the various 
connections. They all bore upon the question ; * * * 

Q. And the capacity of the line ? A. The capacity 
of line, and whether the line was a continuous line or 
branched out at some junction point to various places. 

Q. These you considered as bearing upon the ques- 
tion of the amount of mixture, did you ? A. Yes, sir. 

Q. How did all these circumstances influence you in 

determining the particular amount that you fixed upon ? 

A. The amount of 300,000 barrels for points from the 

western part of Ohio east was a number that we had been 

observing for several years prior to this time (p. 3604). 
****** 

Q. * * * Why is it any better to move 300,000 
barrels at one time than 50,000 at one time, as far as the 
contamination is concerned ? A. The contamination is 
so much smaller in proportion (p. 3604). * * * 

Q. Is that the point of view in which engineers view 
the matter in determining these amounts, or is that one 
of them ? A. That is one of them ; yes sir. 
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Q. You say that several years beiore these tariffs 
were issued these amounts of tenders, or substantially 
those amounts, had been observed ? A. Yes sir. 

Q. That is, the Standard Oil shippers had been re- 
quired to comply loith them, had they ? A. Tes sir. 

Q. And they had complied with them ? A. Com- 
plied with them ; yes sir. 

Q. So that when you advised these amounts, you 
were not then entering upon any radical change in 
the policy ? A. No sir ; it was simply formulating our 
practice. 

Q. Practices by which the Standard Oil shippers 
had been governed ? A. By which the Prairie^ and 
Ohio Oil Companies and Trainor were governed " (pp. 
3604-5). 

The foregoing testimony, which was not contradicted or 
weakened in the slightest degree, proves conclusively that the 
fixing of the minimum shipments under the tariff was done m 
good faith by the men best qualified to judge what were the 
proper amounts to transport in the practical operation of the 
Standard's pipe lines. So far as this case is concerned, the 
defendants might stop here. But they have gone further and 
have shown affirmatively that these large minimum require- 
ments are absolutely necessary under the conditions attending 
the transportation of crude oil through lines of the complica- 
tion and great length which characterize the defendants' pipe 

lines. 

2. The tarifi's place the Standard Oil shippers upon the 
same footing as independent shippers, so that the latter can 
ship fractional amounts of the required minimum by uniting 
with the former. 

{a) Mr. Towl testified (vol. 17, p. 3603) : 

" Q In the manner in which the business of the 
Standard Oil interests is managed, so far as conveying 
crude oil through the pipe lines, who are regarded as 
the shippers of the crude oil-I mean among the 
Standard Oil interests? A. The Pr^rie Oil.* ^^^ 
Company, the Ohio Oil Company, and P. S. Trainor are 
the principal shippers." 

Mr. Towl was asked (vol. 17, p. 3605) how the defendants 
have construed the words " other shippers " in the following 
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provision, which is found in substantially the same langua^^e 
in all the tariffs : 

" Fourth : Orders for the shipment of any specific 
kind of such crude petroleum shall only become effect- 
ive when orders from the shippers in connection with 
orders from other shippers for the same kind and quality 
of petroleum shall amount in the aggregate to 300,000 
barrels or more consigned to the same point of deliv- 
ery," &c. 

His reply was that it includes " every one that ships over the 
line ; Ohio Oil Company, Prairie Oil & Gas Company and 
Trainor, and any one else that might choose to offer any oil ; " 
also that said three Standard Oil shippers were included in 
the entire class of shippers in making up the minimum amount 
of the tender, and that the provision quoted was construed in 
practice to mean that if any independent shipper could furnish 
an amount of crude petroleum of the same kind and quality as 
that which had been tendered by one or more of the Standard 
Oil shippers, and if his tender and theirs together made up the 
300,000 barrels all consigned to the same point of delivery, the 
pipe lines were bound to take his shipment and would take 
his shipment. 

We quote also Mr. Towl's testimony on cross examination 
in response to Mr. Kellogg (vol. 17, p. 3617-18) : 

" Q. Now, as I understand you, this tariff means 
that if a shipper wishes you to take 5,000 or 10,000 
barrels of Western Pennsylvania oil of the same grade 
that you are running for P. S. Trainor, you will take 
that 10,000 barrels and deliver him an equal quantity at 
the delivering station ? A. Subject to the mixture with 
which it probably goes. We can not undertake to de- 
liver him that 10,000 or anywhere near it. 

Q. Oh, I understand. But if you are running 
75,000 barrels or 70,000 barrels for P. S. Trainor, of 
Western Pennsylvania oil, of the high-grade oil, and 
another shipper offers you 5,000 barrels of that same 
grade of oil, that same general grade, you consider P. 
S. Trainor as a shipper, so that you will take this man's 
6,000 barrels ? A. Yes, sir. 

Q. And you mix it with Trainor's and deliver him 
an equal quantity ? A. Yes, sir. 

****** 
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Q. Is the public to understand that a shipper means 

any of the Standard Oil companies ? A. Why certainly. 

Q. That is what you understand it ? A. Certainly ; 

anyone would understand it that way by reading it." 
****** 

Me. Kellogg : I would be glad if that is the case. 
Mb. Ceawfoed : Certainly. There is no other con- 
struction to be put upon the language. 

Me. Kellogg : I am very willing to accept that." 

The foregoing testimony, which is quite uncontradicted and 
the strongest part of which was brought out by petitioner's 
counsel and. its conclusions assented to by him, proves beyond 
question that, under the construction of the defendant com- 
panies themselves, the independent shippers, if there were such, 
would be placed, exactly upon the same footing as the Stand- 
ard Oil shippers in respect to the amount which would be 
received from them for shipment, and that it is perfectly easy 
for such independent shippers to have comparatively small 
amounts of crude oil transported through the lines of the de- 
fendant companies which have filed or concurred in the tariffs 
by combining, as indicated, with one or more of the Standard 
Oil shippers. 

(b) Moreover, no other conclusion can be arrived at from 
the language used in the tariffs, in view of the testimony of 
Mr. Towl that the three principal Standard Oil shippers 
named are regarded in the conduct of the business as being 
" included in the entire class of shippers " and are treated 
exactly as are independent shippers. 

3. The foregoing evidence disposes of the charges as to the 
alleged refusal to transport oil for others, except in such large 
quantities as to prevent independent producers and refiners from 
making use of the defndants' pipe lines. But the good faith of 
the tariff provisions relating to minimum shipments is further 
shown by the following facts : 

(a) For some years prior to the filing of the tariffs referred 
to, substantially the same minimum requirements as to size of 
shipments had been imposed upon the Standard Oil shippers 
and had been rarely departed from. Since the filing of the 
tariffs, the minimum requirements have been rigidly observed 
by Standard Oil shippers. 

Mr. Towl testified (vol. 17, p. 3604-5) that for several 
years before these tariffs were issued, the same amounts of 
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tenders, or substantially those amounts, had been observed ; 
that is. Standard Oil shippers had been required to comply 
with them, and had complied with them. 

Again, in answer to Mr. Kellogg (vol. 17, p. 3609) Mr. 
Towl said : 

" Q. Isn't it a fact that at times you pumped very 
much less than 300,000 barrels in batches ? 

Me. Oeawfoed : From where to where ? 

Me. Kellogg: From the Lima-Indiana field and 
Western Pennsylvania to the seaboard. 

A. I do not think it could be considered as a fact at 
all. There were possibly a few batches in the early ex- 
perimental stage that came along that were less than 
that. Take two years prior to that ; I am confident 
that there were not half a dozen batches of less than 
300,000 barrels handled through those lines." 

Asked by Mr. Kellogg (vol. 17, p. 3610) whether, prior to 
1904, and especially from 1890 down to 1900, less than 300,000 
barrels of Lima-Indiana oil had been pumped, Mr. Towl said 
there were possibly some instances where this had been done. 

But he explained later (vol. 20, p. 322) that the pipe line 
companies did not begin to move Illinois or Kansas crudes until 
1905 or later, and that prior to that time the only crudes to be 
moved from Cygnet east were the Lima and Indiana crudes, 
which first came into contact with Pennsylvania crude at Bear 
Creek, Pa. From this testimony, it is obvious that it was 
immaterial what amounts of Lima or Indiana crude were 
moved at the period mentioned, until they reached the point 
of contact with Pennsylvania crude, where experience had 
shown that about 75,000 barrels was a sufficient minimum. 

(b) Mr. Towl, who is an engineer of distinction in his pro- 
fession, with twenty-two years of service in the construction 
and operation of pipe lines (vol. 17, p. 3598), and whose testi- 
mony is absolutely uncontradicted, was most positive in his 
further statements that crude oil could not safely be 
transported through the Standard's pipe lines over the 
distances named in the respective tariffs in batches less than 
the respective minimum amounts named in the various tariffs, 
the chief reason being the great amount of mixture or con- 
tamination which has to be contended with. Speaking of the 
proposal to transport and keep reasonably separate two sub- 
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stantially differeBt grades of oil through the pipe line of the 
Prairie Oil & Gas Co. from Humboldt, Kas., to Whiting, In- 
diana, he says (vol. 17, p. 3615) : " They would have to make 
the limit of their amount at least 500,000 (barrels) to avoid, say, 
20 or 30 per cent of contamination." 

Mr. John Page, Civil Engineer, and a graduate of Cornell 
University, for many years engaged in the construction and 
operation of pipe lines (vol. 16, p. 2920) testified as to the 
same point (vol. 16, p. 2963) in answer to Mr. Kellogg : 
(italics ours.) 

" Q. Suppose they (the pipe line companies) wish 
to run a certain amount of high grade oil to one re- 
finery at the seaboard, and a certain amount of low 
grade oil to that refinery, keeping them separate, hew 
is it done ? A. They try to pump through as large 
blocks as possible, so as to make the contami7iation of as 
low per cent, as possible, and they get through all they 
can of one and then of the other. 

Q. It is practicable, then, in the transportation of 
oil, to pump through a low grade and then follow it with 
a high grade, or pump through a high grade and follow it 
with a low grade, if a sufficient quantity of each is used 
at the time of pumping? A. You can pump it through, 
but of course there is so much contamination. * * * " 

Again, referring to transportation from Western Pennsyl- 
vania to the Seaboard, Mr. Page said (vol. 16, p. 2969) : 

" I would say 50,000 is altogether too small for the 
prevention of contamination." 

Mr. Vandergrift, Field Superintendent of certain of the 
Standard Pipe Lines, including the Southern Pipe Line, from 
Morgantown, West Virginia, to Millway, Penn., with thirty 
years' experience in the practical operation of pipe lines (vol. 
16, p. 2992), testified in reference to the transportation of 
crude oil through the Southern Pipe Line, where the mini- 
mum requirement is 75,000 barrels, that he did not recall any 
shipment as low as 50,000 barrels ; that he might possibly 
have had shipments between 75,000 and 100,000 barrels, but 
that generally the orders were above 100,000 barrels. (Van- 
dergrift, vol. 16, p. 3016). 

(c) The foregoing testimony in regard to the amounts of 
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sMpments required of Standard Oil shippers, both before and 
since the filing of the tariffs, is amply corroborated by exhibits 
offered by the Government, being statements showing batches 
of oil pumped from various points named in the tariffs and 
from other points. These statements were produced under 
subpoena from the Government by Mr. Wm. W. Pilkington, 
who occupies a position with certain of the pipe line com- 
panies similar to that of traffic manager on a railroad. (Pet. 
Exs. 992-A, 992-B, 992-C, 993, 994, 995, 996, 997, 998, 999, 
1000, 1001, vol. 21, pp. 148-164). Mr. Pilkington testified 
(vol. 20, pp. 337-9) that exhibits 992-A, 992-B and 
992-C showed shipments from Preble, Indiana, east only as 
far as Adgate, which is a distance of about forty miles ; these 
shipments being subsequently taken on to Cygnet, where the 
large shipments were made up. Exhibit t)93 shows shipments 
starting at Cygnet, Ohio (vol. 20, p. 337), but not all the 
sMpments here shown were through shipments. Most of 
the amounts named in Petitioner's Exhibit 993 are obviously 
over 300,000 barrels, and those which are not so are to 
be accounted for as being intended to go only a part of the 
distance. Mr. Pilkington also testified (vol. 20, p. 343) that 
many of tbe shipments shown on these exhibits originated at 
points farther west than the point named in the exhibit ; for 
example : shipments on Petitioner's Exhibit 992-C, marked as 
from Preble, really originated at Griffith, Indiana. So, in 
Petitioner's Exhibit 994, showing batches of oil received at 
State Line (Ohio) and pumped through Northern Pipe Line, 
these batches originated farther west. Where such is the 
case, it does not follow that the batch as represented in the 
exhibit is of tbe original size ; part of it may have been diverted 
in other directions. The batch was probably considerably 
larger at the West. So as to Exhibit 996, the Newcastle oil, 
the Kansas oil and the Illinois oil originated farther west. 
(Pilkington, vol. 20, p. 343). 

The record most easily traced is that contained in Peti- 
tioner's Exhibit 997, being a statement showing batches of 
oil pumped from Morgantown, West Virginia, to Millway, 
Pennsylvania, through what is known as the Southern Pipe 
Line. (Pet. Ex. 997, vol. 21, p. 156). Here, the minimum 
tariff is 75,000 barrels. As to this exhibit, Mr. Pilkington 
testified (vol. 20, p. 344) that, by the term " Eureka " oil 
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was meant the various kinds of Pennsylvania crude 
oil wMch came through the Eureka Pipe Line to Morgan- 
town, being a mixture of oils of substantially one grade 
and one average gravity ; also that, by " Morgantown ", was meant 
Pennsylvania crude oil of a slightly lighter color, but substan- 
tially the same grade ; also that, for the purposes of comply- 
ing with the tariff requirements concerning amount of ship- 
ments, the pipe line companies rate Eureka and Morgantown 
crudes as the same grade, so that they may add together a 
certain amount of " Eureka ", so-called, and a certain amount 
of " Morgantown ", to make up the 75,000 barrels of the 
tender ; it being all Pennsylvania high-grade crude oil. 

In the light of the foregoing testimony, and regarding 
" Morgantown " and " Eureka " as the same kind of crude for 
purposes of shipment, it will be seen that Petitioner's Ex- 
hibit 997 (vol. 21, p. 156) shows nearly three hundred ship- 
ments between August 1st, 1905, and November 30th, 1908, 
of which all except fourteen were over 75,000 barrels. 
Some seven shipments prior to the filing of the tariffs, August 
1st, 1906, five shipmnets subsequent to such filing, were 
slightly less than 75,000 barrels in amount. As to these 
shipments, Mr. Pilkington testified (vol. 20, p. 344) that 
the shortages were probably due to the fact that at 
Morgantown " they possibly had the 75,000 barrels in their 
tanks, but probably could not pump the tanks down to get out 
the total amount." Also, that, in the ordinary course of busi- 
ness, they could not " get out just the exact 75,000 barrels " 
but did so approximately. 

The only shipment after the filing of the tariffs which was 
less than the minimum amount, excepting the few slightly less 
and already accounted for, was that of " Eureka 9901.14," on 
November 21st, 1907 (Pet. Ex. 997, vol. 21, p. 156 at p. 158). 
Mr. Pilkington explained (vol. 20, p. 345) that the sending of 
this small batch was due to an error in orders and that the 
batch was stopped when the error was discovered. He further 
added this testimony, which throws a side light upon the sub- 
ject of contamination : 

" Q. Do you know what became of that batch of 
oil ? A. You will find that the amount that went forivard 
was totally mixed with some other oils. 
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Q. You mean at the terminus no Eureka oil was 
found by the tests ? A. No, sir. _ We could not keep 
track of it; it was just mixed in with the other oils." 

All the foregoing proof in regard to the practice of the pipe 
line companies, as respects the amounts of shipments required 
from Standard Oil shippers before and after the filing of the 
tariffs, is uncontradicted ; most of it was produced in response 
to Government subpoena and put in evidence by the petitioner. 



SIXTH. Contamination arising from moving 
batches of crude oil of different gravities or vis- 
cosities in the same pipe line is the principal 
cause necessitating large shipments. 

I. Make-up and operation of a pipe line in actual practice. 
1. What a pipe line consists of. Mr. Towl (vol. 17, pp. 
3598-9) testifies as follows : 

" Q. Will you describe in a general way what a pipe 
line is, taking some particular line which you have in 
mind, describing the number of pipes, the changes in 
the diameter of the pipes, the situation of tanks, etc. ? 
A. In building a pipe line it is generally started from a 
field that has not reached its limit— its production is 
indefinite. It is generally started off with building a 
single line of pipe, which can be added to as the de- 
mands come on it or be taken up if found to be not 
needed. * * * The line starts in and goes uphill and 
downhill across the country, in all kinds of places. You 
first start out with an initial pumping station at 
the tankage farm ; then, if they are going on a. general 
uphill grade, they may start out with a small pipe— say 
a pipe six inches in diameter — and when they are going 
downhill they probably would use an 8-inch line. The 
lines would be changed in diameter as the local condi- 
tions required, until they reached the next station. The 
stations have to be located on a stream— some place 
where they can get water and where they can get fuel. 
Those are the'two principal things that they must have 
to pump the oil. Sometimes the oil goes into a tank at 
the intermediate station, and sometimes it goes right 
into the pump and passes along. * * * The general 
way of increasing the line is to put in more pipes. 
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Q. Well, the fact is that as they are in operation to- 
day, they have, generally speaking, a number of parallel 
pipes in each section, do they not ? A. There are only 
two or three small unimportant lines but what have 
that. Some have as high as seven pipes, six, five and 
so on. 

Q. So you may start off with a section of five or 
seven pipes and then diminish to two or three pipes ? 
A. ¥es sir. 

Q. And you increase again to a larger number, and 
so on ? It goes forward irregularly, does it not ? A. 
Yes sir ; irregularly. * * * The parallel pipes are 
not always of the same calibre. It depends on when 
the change was made, what was the reason of it, how 
much capacity they wanted to increase it at a certain 
time. They might put a 6-inch (pipe) alongside of an 
8-inch, or a 12-inch alongside of an 8. 

Q. How frequent are the pumping stations ? A. It 
depends on the local conditions of the country. Some- 
times they may be less than twenty and sometimes they 
may be over fifty (miles). * * * Generally from 30 
to 50 miles the stations will average, apart." 

2. Essentials in the operation of a pipe line. Mr. Towl 
testified further (vol. 17, p. 3599) : 

" Q. What is the great thing to be sought for in 
moving oil, iu practical operation, in pipe lines, in 
regard to the rate that (at which) it goes through ? A. 
Yo^i have to maintain a regular rate of flow through 
each statioji in your system. If you just had one pipe 
going through, one station would have a larger capacity 
than another, due to local conditions ; and they _ are in- 
creased by the requisite amount of parallel line along 
until the capacity of the statio)is becomes the same. 

Q. Generally speaking, you can only get oil through 
a pipe by pushing it with other oil behind it ? A. 
Pushing it ahead with other oil. That is the only 
practical way of doing it." 

Mr. Pao-e (vol. 16, p. 2921) in reference to the same point 
testified that pipes going down a steep grade would empty 
more quickly than those on a level, so that when more capac- 
ity was needed, the custom was first to enlarge the capacity 
on a level, the result being that at different sections of the 
pipe line there would be very different numbers of pipes and 
a considerable difference in t"he calibre of the pipes used. 
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3. The complexity of the existing pipe lines, especially in 
respect to the diversity in number and calibres of pipes used 
in different sections of the pipe line system, is made entirely 
clear by the maps of defendants' pipe lines offered in evidence 
by petitioner, particularly Petitioner's Exhibits 990 and 991 
(not printed in record), explained by Mr. Towl (vol. 20, pp. 
310-32, 324). 

II. General experience of experts as to contamination. 

1. A mixture causing contamination results chiefly from 
differences in the gravity or viscosity of the two oils. Mr. 
Towl testified (vol. 17, p, 3600) that with " a high, gravity oil 
and a low gravity oil or even when the oils are of the same 
gravity, there is a large mixture. Sometimes the question of 
viscosity has a great deal to do with the mixture. You may 
have two oils of the same gravity and one be much thicker 
than the other and there would be a very large mixture in a 
case like that." 

2. Meaning of terms " gravity " and " viscosity " as applied 
to crude oil. 

(a) Mr. Page (vol. 16, pp. 2939-40) testified that the term 
" gravity," as applied to oil, means its weight according to 
what is called the Beaume scale, according to which the 
lighter the oil the higher its gravity, as compared with water, 
whose gravity is arbitrarily fixed at 10. This Beaum(^ gravity is 
not the same as " specific " gravity, but is the converse of it ; 
so that oil of 44° gravity is much lighter in weight than oil of 
33° gi'avity. 

(6) The term " viscosity," as applied to oil, means the 
sticky quality of the oil ; that is, its tendency to stick to the 
pipe and to stick to the other particles of oil (Martin, vol. 20, 
p. 294) ; for example, molasses is a highly viscous liquid. 

3. The principal causes of contamination or mixture of oils 
in the pipe are (a) that the oil moves more slowly on the side 
of a single pipe than it does in the centre ; and (h) that it moves 
at different rates of speed in parallel pipes of different calibres, 
and even of the same calibre (Towl, vol. 17, p. 3600). 

(a) Different rates of flow in the same pipe. 

This subject is treated exhaustively by Mr. Page (vol. 16, 
pp. 2929-51 ; Def. Ex. 227-240 not printed), who, by methods, 
the accuracy of which was not questioned by counsel for the 



197 

Government, demonstrated that the oil in the middle portions 
of pipe moYes much faster than the oil near the inner surface 
of the pipe. As a result of the difference in velocity 
of the particles of oil at the centre as compared with 
that at the surface of the pipe, the tendency is for the oil be- 
hind, as it is pumped, to assume the form of an elongated 
«one or tongue, thrust into the body of the oil in front. As 
time goes on, this cone or tongue becomes more and more 
elongated, with the result that mixing in the pipe is produced, 
the oil in the middle going at a more rapid rate, and the oil 
on the edge of the pipe going more slowly and falling in be- 
hind. This movement is progressive and the tendency is to 
have more and more mixture as the oil proceeds further 
through the pipe (vol. 16, pp. 2949-50). 

This difference in the velocity in the flow of oil in the same 
pipe is tlie same phenomenon which has been observed in re- 
gard to water and other fluids, and has been known for many 
years to hydraulic engineers (vol. 16, pp. 2924-5). 

(h) Mixture arising from diferent speeds in parallel pipes 
■of the sajne or different calibres. 

Mr. Towl testifies substantially as follows (vol. 17, pp. 
3600-01) : Oil moves at different rates of speed in pipes of 
different calibres. Thus it moves 700 feet a mile faster through 
an 8 inch pipe than through a six inch pipe ; that is, the oil 
in an 8 inch pipe would reach the end of the mile 700 feet 
ahead of the oil in the 6 inch pipe. This effect is cumula- 
tive. If oil were flowing simultaneously through three 8 
inch and one 6 inch pipes parallel in a certain sec- 
tion of pipe line, and thus continued for 13 miles, the pipes 
then coming together, the head of the columns in 
the 8 inch pipes would, other things being equal, be thirteen 
times 700 feet ahead of the head of the column in the 6 inch 
pipe ; that is, 9900 feet, or say If miles. In other words, 
when the oil in the 8 inch pipes had just reached the junction 
point, the head of the oil in the 6 inch pipe would be say If 
miles behind it. The 6 inch pipe for a length of If miles 
would hold 315 barrels, and the same length of three 8 inch 
pipes would hold 1742 barrels. If, to start with, all the pipes 
were filled with Mid-Continent oil of about the gravity of 33°, 
and Pennsylvania oil of an average gravity of 44° was pumped 
in behind the Mid-Continent oil in all the four pipes, then 
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when the head of the Pennsylvania oil in the three 8 inch 
pipes reached the junction point, the head of the Pennsylvania 
oil in the 6 inch pipe would be If miles behind, and that If 
miles of 6 inch pipe is necessarily still filled with Mid-Conti- 
nent oil. This Mid-Continent oil proceeds to flow out at the 
junction point, while the Pennsylvania oil is flowing out from 
the three 8 inch pipes, and by the time that the Mid-Continent 
oil has entirely flowed out of the 6 inch pipe, 315 barrels of 
Mid-Continent oil would have mixed with some 1742 barrels of 
Pennsylvania oil. This is on the supposition that no local 
causes entered into the problem varying the rate of flow (Towl, 
vol. 17, pp. 3600-01). 

It does not follow, however, that the flow would be as 
smooth and uniform as thus stated. Even if the pipes were 
of the same size, there might be a great difference. ParaflBne 
forms on the inside of the pipes, and sometimes causes a very 
great difference in the flow through the pipe. Obstacles of 
different kinds get into the pipe and stop the flow. Where 
the lines are used in pumping parafBne oils, a scraper has to 
be run through the lines to remove the parafiine, and the 
amount of paraffine that is in the immediate vicinity of the 
scraper changes the flow through that line to a great extent. 
Sometimes the paraffine will collect enough to stop the flow 
entirely. There are other general causes making differences 
in friction, independent of the rate of flow between pipes of 
different calibre, and these other causes apply even to pipes 
of the same calibre. These causes of mixture increase in pro- 
portion to the length of the line through which the oil is 
pumped, or at least as far as such conditions continue (Towl, 
vol. 17, pp. 3601-02). 

III. Practical tests over the Southern Pipe Line. 

A series of tests on a large scale were made oyer the 
Southern Pipe Line from Morgantown, West Va. to Millway, 
Pa. in the autumn of 1907 and are fully explained by Mr. J. 
W. Vandergrift, Superintendent of the Southern Pipe Line 
Company, who had general charge of the tests (vol. 16, pp. 
2977-2992). This testimony is quite uncontradicted and is 
corroborated by the testimony of Mr. Towl and by various 
exhibits. 

1. The course of the pipe line of the Southern Pipe Line 
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Company is shown by red line on map, Defendants' Exhibit 
251 (vol. 19, p. 614). Eunning for a short distance through 
West Yirginia (where the line is owned by a West Virginia 
corporation, the Eureka Pipe Line Co.) and crossing the 
Pennsylvania State boundary, the line closely parallels that 
boundary for about half the distance to Millway and then 
turns north. This line was selected for the tests, not 
because it is more complicated than any other portion 
of the defendants' pipe lines, which is not the case ; 
but because it happens to be a pipe line of 
moderate length, whose initial point, Morgantown, was a 
main shipping point under defendants' tariffs, and whose ter- 
minus is an important distributing point. Owing to the char- 
acter of its initial and terminal points, the records concerning 
shipments over this line are comparatively complete and easy 
to check up, and the fact that there are no branches leaving 
the line and no points of delivery between Morgantown and 
Millway made the line on the whole less complicated and easier 
to handle. The section of pipe line from Mantua, Ohio, to 
Kane, Penn. (Map. Pet. Ex. 990, not printed) is considerably 
more involved in respect to diversity in the calibre of pipes 
than is the most complicated portion of the Southern Line. 
This fact is mentioned in order to disprove the charge made 
at various times by petitioner's counsel that the line selected 
for the experiment was the most complicated possible. 

2. The pipes actually used in these tests formed only a 
portion of the line from Morgantown to Millway, the balance 
of the system being used at the time for moving Pennsylvania 
grade oil alone, so as to diminish the amount of mixture 
(Vandergrift, vol. 16, pp. 2977-9). The pipes used are 
shown separately on the accompanying diagram. They 
are described by Mr. Vandergrift as follows, the accurate 
distances being here taken from the map (Pet. Ex. 990 
not printed), Mr. Vandergrift having given the distances 
only approximately. From Morgantown for a distance of 
16.42 miles there are live 6 inch lines, which then change to a 
combination of two 8 inch and one 6 inch line for 13.31 miles. 
Again, there is a change to the combination of the one 8 inch 
and one 6 inch for a distance of 4.68 miles ; thence to five 6 
inch lines for 6.98 miles ; then for 14.13 miles to one 8 inch 
and two 6 inch lines ; then for 4.70 miles to two 8 inch and 
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one 6 inch ; then to three 6 inch, four 6 inch, five 6 inch, three 
8 inch, four 6 inch, two 8 inch, three 8 inch, two 8 inch and 
three 8 inch for various distances, ending at Millway. The 
most complicated part of the line is between Morgantown and 
State Line, a distance of about 70 miles. Examining the ac- 
companying diagram of the line used in the practical tests in 
question, and, bearing in mind the explanation of Mr. Towl 
{ante, p. 197) it will be apparent that at each point where the 
calibres of the pipes changed, there is an additional opportun- 
ity for mixture ; thus when the five 6 inch lines changed to two 
8 inch and one 6 inch ; also when these change to one 8 inch 
and one 6 inch ; also when these change to five 6's, and when 
they change to one 8 inch and two 6 inch, etc. 

At each junction point indicated on the diagram, where 
such changes took place, there will inevitably be a large 
mingling of oils, due to the difference in the rate of speed in 
pipes of different calibres, as explained by Mr. Towl and 
other witnesses. Even in the later portion of the distance to 
Millway, where the lines run in groups of like calibres, still 
there are liable to be differences in rates of flow due to paraf- 
fine, stoppage of scrapers and other causes, as mentioned by 
Mr. Towl (ante, p. 198) and such differences in rates of flow 
would, of course, increase the amount of mixture of oils of 
different gravities. There is also to be considered the mixture 
resulting from the different rates of flow of oil in the same 
pipe, due to the greater velocity of the particles near the centre 
of the pipe, as compared with those near the surface. 

In moving different kinds of crude oil through the same 
pipes, what are known as scrapers, or separators, are some- 
times used, though it would appear that they are ineffective to 
prevent mixture. In three of the five tests, testified to by Mr. 
Vandergrift, scrapers were used and in two of them they were 
not used, so that the tests fairly cover all methods in use. 
More than usual care to guard against error was employed in 
conducting these tests (Vandergrift, vol. 16, pp. 2981-2). 

3. Six different grades of oil, which differ widely in their 
gravity, and to some extent in their viscosity, are regularly 
pumped through the Southern Pipe Line. They are Pennsyl- 
vania, Kansas, Illinois, Cabell, Somerset and Corning. All of 
these grades or kinds of oil, the pipe line companies keep dis- 
tinct as far as possible (Vandergrift, vol. 16, pp. 2979). In the 
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case of each of the tests, Pennsylvania grade oil of an average 
gravity of about 44° Beaum^ was preceded and followed by 
Western oil ; that is, either Kansas or Illinois crude, of a gravity 
approximating 33°. The gravities were tested at the starting 
and terminal points and at various intermediate points. There 
would obviously be a mixture both at the front and at the rear 
ends of the column of Pennsylvania high grade crude, and the 
figures given by Mr. Vandergrift represent the sum of the 
losses of Pennsylvania grade oil into the lower grade oil at the 
front and rear ends. The problem, as usual, was to move 
high gravity oil, which is the more valuable, so as to lose as 
little of it by mixture with a lower gravity oil, which is less 
valuable. Obviously the lines at first would be full of the low 
gravity Western oil. Behind this would be pumped in Penn- 
sylvania grade oil, which would push forward the Western oil. 
Mixture would then result from the causes already described, 
so that more and more of the Pennsylvania grade would 
become mingled with the lower gravity oil, and lost for the 
uses for which high grade oil is especially adapted. 

The passage of crude oil through a distance of 210 miles, 
which is the distance from Morgantown to Millway, is a matter 
of four or five days. As the time approached when the head 
of the Pennsylvania oil might reasonably be expected to arrive 
at Millway, tests df the gravities were taken frequently. Ob- 
viously, as the low gravity oil came first, the gravities would 
show about 33° until the batch of mixed oil began to arrive, 
then the gravities would gradually rise as more and more of 
the higher grade was mingled with the lower grade. As shown 
ty Mr. Vandergrift's testimony, the oil as received at Millway 
was allowed to flow into tanks holding Western oil until the 
gravity had risen to within about 1^- degrees of the average 
gravity of the batch of Pennsylvania oil, or say, 42.6°, when 
the column of oil was turned into other tanks. When 
most of the Pennsylvania grade had been received at 
Millway, the tests would begin to show lower gravi- 
ties. Here again, the line of demarcation, or " cut " as it 
is called, was not the maximum gravity of the high-grade oil, 
but was about 1^° lower. In other words, everything above about 
42.6° was counted as being of the theoretical initial gravity of 
the high-grade oil and was turned into the high-grade tank. 
Everything of lower gravity below the " cutting " point was 
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turned into the tank of Western oil. The amount of high- 
grade Pennsylvania oil of given average gravity which entered 
the system at the initial point being definitely known, and th& 
amount received at Millway of the 42.6* gravity or better 
being measured, it is apparent that the difference between the 
two amounts would show how much high-grade oil had become 
mingled with the lower grade oil in transit. The amount thus, 
mingled showed a loss in value represented by the difference 
in the market price of the high-grade and the low-grade oils. 
This is approximately the difference between $2.18 and $1.35^ 
or 83c. a barrel of 42 gallons, which Mr. Tarbell, of the Pure 
Oil Co., testified were the cost of the two kinds of crude laid, 
down at his refinery, (vol. 20, p. 303). 

4. We take up now in detail the five tests conducted by 
Mr. Vandergrift over the Southern Pipe Line. 

(a) Test of September 13, 1907 : The batch of Pennsyl- 
vania oil consisted of 155,605 barrels of an average gravity of 
44.3° (Vandergrift, vol. 16, p. 2979) preceded and followed by 
Western oil of gravity 32 to 33° (id., vol. 16, p. 2983). No. 
separator was used. Mr. Vandergrift's testimony on this test 
is as follows (vol. 16, p. 2983) : 

" Q. When did the men at Millway at the end of the 
line turn the stream into the tank or tanks assigned to 
the high gravity oil— at what point of gravity, I mean ?" 
A. When it got up or down to 4-2.6, as the case might be. 

Q. That is to say, the average gravity of the batch 
being 44.3 — A. 44.3 Beaum6 ; yes, sir. 

Q. When in the course of their tests of gravity the 
gravity had risen from 32 to 33 until it showed gravity 
42.6, they turned that into the — A. Higher-gravity oil ;, 
yes, sir. 

Q. Into the higher gravity oil tanks ? A. Yes, sir. 

Q. And then they allowed it to continue running into- 
those tanks until the gravity fell off to what point ? A. 
42.6. 

Q. Then, in this amount of 139,857 barrels, then is 
included all of that batch which showed 42.6 or better, is 
it? A. Yes. 

Q. And under those conditions all that came out at 
the end of the line as of 42.6 or better was 139,857 
barrels ? A. Yes, sir. 

Q. Showing a shortage, according to these figures, oi 
16,748 barrels ? A. Yes, sir. 
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In other words, there was on this test an absolute loss, so 
far as high grade oil was concerned, of 15,748 barrels. 

(&) Test of September 28, 1907. In this test were shipped 
79,698 barrels of Pennsylvania grade oil of an average gravity 
of 44.3° Beaiim6 {id., vol. 16, p. 2980) preceded and followed 
by "Western oil of gravity about 32 or 33° (id., vol. 
16, p. 2984). The " cnt " was made at 42.6° ; that is to 
say, all oil showing gravity from 42.6 up was allowed 
as being high gravity oil and taken into the Pennsylvania 
grade tanks {id. vol. 16, p. 2984). On this test there was re- 
ceived at Millway crude oil of gravity 42.6° or better, only 
62,654 barrels, showing a loss of 17,044 barrels by mixture 
with the Western oil. In this test scrapers were used. These 
were of different sizes, to accommodate the 8 inch pipes and 6 
inch pipes {id. vol. 16, p. 2981). One of the scrapers stuck 
fast in this test {id. vol. 16, p. 2981). At State Line Station 
the oil came in through three 6 inch pipes, which pipes were 
numbered 2, 3 and 4 {id. vol. 16, p. 2985). At 5.30 A. M. on 
September 30, 1907, the gravity readings on the three lines at 
State Line Station were as follows : No. 2, 36.6 ; No. 3, 43.6 ; 
No. 4, 42.2. In other words, the high grade oil in the line No. 
2 was far behind the other two lines. This indicated that a 
part of pipe No. 2 was still filled with oil of low gravity, 
showing that for some reason the oil in that pipe was traveling 
much more slowly than in the other pipes, notwithstanding 
that they had the same calibre. The oil in pipe No. 2 was six 
hours later in coming up to the gravity of 43.6 than it was in 
pipes Nos. 3 and 4. That is to say at 6.30 A. M. pipes 3 
and 4 showed a gravity of 44°, and it was not until 11:15 
A M that the oil in No. 2 line reached the neighborhood of 
44° {id vol 16 p. 2986). All of the oil from these three pipes 
came together 'at State Line, so that for about five hours oil of 
lower gravity from pipe No. 2 was mingling with oil of higher 
gravity from the other two pipes. xMr. Vandergrift accounted 
for this circumstance by the delay in the separator {id, vol. 16, 

p. 2987). 

Similarly at Knepper Station, the oil in one pipe was seven 

hours later than that in the other pipes, f f Iti^g^^^^^V*"'*^'' 
large amount of mixture (Vandergrift, vol, 16, p. 2988). 

He further testified that, even when a scraper was not used, 
the same thing sometimes occurred on account of paraffine de- 
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posits in the pipes, which are thicker in some pipes than in 
others. In both the instances mentioned at State Line and 
Knepper, the oil as it emerged from the three pipes all went 
into a common junction, where there was free inter-communica- 
tion between the three streams {id, vol. 16, p. 2989). The 
scraper in this case got to Knepper forty hours later than the 
scrapers in other pipes. There was a similar delay as to one 
of the scrapers coming into Millway (id, 2989-90). 

(c) Test of October 20, 1907. No separators were used, 
though every possible care was taken to guard against mixture. 
In this test 140,222 barrels of Pennsylvania grade oil of gravity 
43.4° Beaume were shipped at Morgantown, preceded and fol- 
lowed by Western oil of 32° to 33° gavity and only 123,350 
barrels were received at Millway of gravity better than 42°, at 
which point the "cut" was made. There was thus a loss of 
16,872 barrels of the high grade oil {id, vol. 16, pp. 2981-4). 

{d) Test of November 6, 1907. Separators were used. In 
this test yd\,Q24: barrels of an average gravity of 44° Beaum6 
were started at Morgantown and only 113,871 barrels of 42.5° 
or better were received at Millway, showing an absolute loss, 
so far as the high-grade oil is concerned, of 17,153 barrels 
{id., 2981-4). The high-grade oil was preceded and followed 
by western oil of 32 to 33° gravity {id., p. 2984). 

(e) Test of October 10, 1907. The high grade shipment 
consisted of 85,086 barrels of an average gravity of 44.3°, pre- 
ceded by Somerset of 33° to 36.4°, and followed by Western 
oil of gravity of about 33°. Scrapers were used. All crude 
showing above 42.5° was turned into high gravity tanks at 
Millway. There was received at Millway, of gravity 42.5°, 
or better, only 76,974 barrels, showing an absolute loss, so 
far as high grade oil is concerned, of 8,112 barrels. 

(f) It is obvious that, in estimating the amount of contamina- 
tion for loss of high grade into lower grade oil for the purpose 
of determining the minimum shipment, it would be necessary 
for engineers to take only the maximum amount of loss caused 
by mixture, since a tariff requirement would be fixed for an 
indefinite amount of business, and both carrier and shippers 
should be protected by a safe margin. The very greatest con- 
cession that could safely be made would be to take the average of 
the five tests, or say 15,000 barrels of loss. Taking Mr. Tarbell's 
figures for the difference in the value of the Pennsylvania and 
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Western crudes at his refinery, to wit 83c. per barrel, this loss 
of 15,000 barrels represents a loss in money value on a single 
shipment of Pennsylvania grade oil of $12,450. The minimum 
shipment over the Southern Pipe Line required by the tariff 
being 75,000 barrels, it appears that the average amount 
of loss was at least one-fifth of this minimum, which 
sufficiently demonstrates that the minimum shipments fixed 
by Mr. Towl and his associates for the tariffs were as low as 
safety would permit. If less than 75,000 barrels were ac- 
cepted at Mo^-gantown, the loss would be substantially the 
same and would amount to an utterly prohibitive percentage. 

Should it be claimed that the deficiency caused by the lost 
high grade oil could be supplied from the mass of mixed oil 
by having that turned into a third receptable, the burden of 
proof is on the petitioner to show that the oil in said mixture 
would be any better for practical refining purposes than pure, 
low grade. Western oil. In any event, all the oil which 
poured into the third receptacle would become uniformly 
mixed so as to reduce the gravity of the mixture by 5 or 6 
degrees below that of the Pennsylvania grade. It is certain 
that the market value of such mixture would be very much 
less than that of Pennsylvania grade, and probably little, if 
any, greater than that of straight Western crude, so that the 
loss would not be materially decreased. 

5. Attempts were made by petitioner's counsel to show 
that there was no proof as to the degree of mixture of oil be- 
low the " cutting point " in the various tests and the very 
violent assumption was made that most of the mixed oil might 
be of a gravity but slightly below the cutting point. A close 
examination of Mr. Vandergrift's testimony shows the con- 
trary. He testified (vol. 16, p. 2980) : 

" When the oil was received at Millway, a cor- 
responding test was taken, and when the gravity reached 
a certain point it was turned into separate tanks, and 
that which fell below that was turned into other tanks." 

Also (page 2983), as to the test of September 13, 1907, he 
testified that the men at Millway turned the stream into high 
gravity tanks " when it got up or down to 42.6, as the case 
might be." 
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Again {Id., vol. 16, p. 2983) he testifies : 

" Q. When in the course of their tests of gravity the 
gravity had risen from 3% or 33 until it showed gravity 
Ji.^.6, they turned that into the— A. Higher gravity 
oil ; Yes, sir. 

Q. Into the higher gravity oil tanks ? A. Yes, sir. 

Q. And then they allowed it to continue running into 
those tanks until the gravity fell off to what point ? 
A. 42.6." 

Again (Id., vol. 16, p. 3006) he testified : 

Q. What was the grade of the 15,748 that you call 
contaminated ? A. That was all below 42.6. 

Q. How do you know ? Did you test it all V A. 
We tested it as it came in, and none of it came above 
that, and of course we turned it in. 

Q. You made one test ? A. We made a series of 

Q. What was the grade of that oil, the 15,748 ? A. 
Of a gravity less than 42.6. 

Q. Haven't you got a record to show just what the 
gravity of that was ? A. From that on it fell down to 
the western oil gravity of 33." 

Again {Id., p. 3010) he testified : 

"As the oil came in tve turned all that was above Ii^.G 
and so on into the good oil, and that that was below we 
turned into the bad." 

This testimony, and what has previously been quoted from 
Mr. Vandergrift, shows sufficiently for any candid mind that 
the degree of mixture was substantially progressive. What 
happened was that the operative who was registering the 
gravities of the oil, as it came in from Millway, observed the 
first change from the normal gravity of the low grade oil to a 
slightly higher gravity, and then making gravity tests frequently, 
he observed that the gravities rose steadily until they reached 
the point determined on for cutting the stream, when the oil 
was turned into the high grade tank. He continued observing 
the gravities until, after a long time, these would begin to fall 
off, when he followed them down until the gravity reached 
the cutting point, where he would turn the stream again into 
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the low gravity tank. This fairly describes the process which 
the testimony of Vandergrift shows to have taken place, and it 
is inconsistent with any other theory than that the degree of 
mixture or contamination was a progressive one, and that the 
iigh grade oil which was lost was mingled in a substantially 
homogeneous way through all the mass of mixture which 
intervened between 33° gravity and 42.6° gravity on the way 
up, and between 42.6° and 33° on the way down. 

IV. Corroboration by records of results of practical tests. 
The practical tests above described are strikingly and am- 
ply corroborated by records placed in evidence in connection 
with the testimony of Mr. William W. Pilkington, Traffic 
Manager of the pipe line companies, who was called by the 
Government as its own witness and who produced these 
records in response to a Government subpoena. Among other 
records, he produced a list of shipments of Pennsylvania grade 
oils pumped from Morgantown by way of Millway to Center- 
bridge from September 13th, 1907, to December 1st, 1908. 
This list was in the hands of Government counsel for several 
days, at the end of which time they declined to put it in evi- 
dence, and it was then offered in evidence by the defendants 
without objection. (Defts'. Ex. 397, vol. 19, p. 896). In 
this exhibit, the terms " Eureka " and " Morgantown " repre- 
sent different varieties of Pennsylvania grade oil, as in Peti- 
tioner's Exhibits 997, 998, (vol. 21, pp. 156-162) already dis- 
cussed. Mr. Pilkington explained that the phrase " Kansas 
as Eureka ", and similar phrases occurring at frequent inter- 
vals in this Defendants' Exhibit 397, indicated that there was 
a shortage in the "Eureka" high-grade oil when the 
batch reached Centerbridge, and that the pipe line 
company delivered to the consignee, which was the Standard 
Oil Company (New Jersey), an amount of Kansas or other 
low-grade oil equal to the amount of the deficiency, thus 
throwing the loss upon the consignee (Pilkington, vol. 20, 
p. 347). Taking the first item in Defendants' Exhibit 397 (vol. 
19 p 896) he makes the following explanation in substance : 

' From September 13th to September 20th, 1907, a batch of 
120 604.19 barrels of Pennsylvania grade oil was started from 
Morgantown. This amount was charged to the Southern line 
and was pumped through the Southern line, relayed at Mill- 
way and pumped on to Centerbridge, and the amount of 
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Eureka oil shown in the right-hand column was delivered at 
Centerbridge. Only 102,318.08 barrels of Pennsylvania or 
Eureka oil reached Centerbridge, and were there delivered to 
the consignee, the Standard Oil Company (New Jersey). This 
indicated a deficiency of 16,688.91 barrels of high-grade oil lost 
into the low-grade oil in transit from Morgantown. To make 
up the deficiency, a like amount of Kansas oil was delivered to 
the consignee, who was obliged to accept it and to stand the 
loss. The difference between the totals, amounting to about 
1,600 barrels, is due to shrinkage, leakage, etc., and has nothing 
to do with the question of mixture or contamination (Pilkington, 
vol. 20, pp. 347-8). These figures show that, in this particular 
transaction, over 16,000 barrels of Eureka or Pennsylvania 
high-grade oil had disappeared in transit ; that is, it had be- 
come mingled with the oil which preceded it and followed it, 
and to all intents and purposes had been converted into Kan- 
sas oil, -which, as already shown, was worth at the refinery 
some 83 cents per barrel less than the Eureka or Pennsylvania 
grade oil. This would make a loss on the transaction of ap- 
proximately $13,280. 

On the point of mixture, in reference to the first shipment 
shown on Defendants' Exhibit 397, just discussed, Mr. Pilk- 
ington (vol. 20, pp. 354-5) testified that the 16,688.91 barrels 
got mixed with the lower grade oil on the way through from 
Morgantown ; " it got mixed in the line. * * * That batch 
was that much short when it was delivered from Centerbridge 
from the high-grade tanks. * * * It was mixed i?i the lines 
between Morgantown and Cenierbrige." 

Mr. Pilkington then explained quite fully (vol. 20, pp. 
348-9, 363-356), this other shipments shown in Defendants' 
Exhibit 397 in substantially the same manner. In some in 
stances, as in item 27 and 28, the entire loss is charged under 
the second item, which shows an aggregate loss of 26,542.80 
barrels, which really covered the two items, 27 and 28. (Pilk- 
ington, vol. 20, p. 349 ; Defts'. Ex. 397, vol. 19, p. 896D). 
Eunuing down this exhibit, the following amounts of high- 
grade oil lost in transit on the various shipments appear : 



209 



Shipment No. Loss in Barrels. 

1 16,688.91 

3 19,390.35 

3 13,537.97 

4 17,333.30 

5 16,303.58 

6 14,947.66 

7 18,153.34 

8 13,666.57 

10-11 14,330.47 

13 11,333.01 

13 15,871.89 

14 9,554.84 

15 15,421.83 

16 10,634.65 



Shipment No. Loss in Barrels 

17 7,388.44 

18 11,148.90 

19 9,354.37 

31 15,179.95 

33 ;... 9,509.50 

34 13,067.60 

25 18,798.50 

36 6,705.55 

27-38 36,543.80 

29 8,010.12 

30 10,014.87 

31 8,890.72 

33 13,611.07 



362,156.36 



Here are the results of 30 shipments, showing losses rang- 
ing from 6,705.55 to 19,390.35 barrels, and averaging for the 
entire number 12,071.87 barrels, of high-grade oil lost in 
transit by mixture with low-grade oils. These are records of 
operation in the ordinary course of business, covering a period 
of little more than a year, produced in response to the Govern- 
ment's subpoena by a witness for whose credibility counsel for 
the Government vouched by placing him upon the stand, and 
who testified that they were correct according to the records in 
his office. They fully corroborate the results of Vandergrift's 
practical tests, and are final proof, if any were needed, of the 
veritv and great extent of the contamination testified to by 
various witnesses and of the necessity for the large amounts 
of the minimum shipments required by the tariffs. 

Certain of the shipments shown in Defendants' Exhibit 
397 where the loss is much less than in the cases included in 
the 'foregoing table, were explained by Mr. Pilkington as hav- 
ing been carried through the smaller portion of the system 
between Morgantowu and Millway, where the conditions are 
better and the amount of contamination likely to arise was 
much less ; that portion of the system being reserved almost 
entirely for the Pennsylvania grade oils. 

A similar statement of deliveries to Philadelphia from Mill- 
way was produced by Mr. Pilkington, who was examined con- 
cerning the same. This statement showed similar results in 
respect to losses of high-grade oil, but amounts smaller than 
those appearing in Defendants' Exhibit 397. Mr. Pilkington 
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explained this partly by the fact that the records represented 
only partial shipments, some portion of the batches having 
been diverted to Centerbridge, and also by the fact that, in 
some instances, the record was of losses only from Millway to 
Philadelphia. Nothing in this statement in any way tended 
to contradict the overpowering effect of Defendants' Exhibit 
397. 

V. The depositions of Messrs. Page, Weymouth and 
Schoder (vol. 16, pp. 2920-2976 and pp. 3024-3052) describe 
very fully certain scientific tests designed to show the differ- 
ent velocities of oil at different points in the interior of a pipe 
and the mixture resulting therefrom and the tendency of this 
mixture to increase progressively in relation to the length of 
the pipe. The validity of these tests was substantially con- 
ceded by counsel for the petitioner and the results were in no 
way shaken by cross examination. In view, however, of the 
results of the practical tests and of the exhibits in the record 
introduced by Mr. Pilkington, it is not deemed necessary here 
to go into said scientific tests at any greater length. It should 
be noted that these scientific tests were made through a single 
small pipe and over very short distances, either 16 or 24 miles. 
It was not to be expected that a very large amount of mixture 
would appear under those conditions. All that could be ex- 
pected from a test on so small a scale was to evolve the law 
and show the tendency of the mixing action, and these are 
thoroughly established by the tests. 



S£V£NTH. The use of pipe lines for common 
carrier purposes is commercially impracticable, 
because of tlie losses arising from contamination. 

I. As already stated, Mr. Tarbell (vol. 20, p. 303) testified 
that Pennsylvania crude cost his company at the refinery 
$2.18 for a 42 gallon barrel, as against $1.35 for Oklahoma 
crude, which is the same crude referred to by Vandergrift and 
Pilkington as Kansas crude. The difference in the two is 83 
cents per barrel of 42 gallons. It is believed that this loss is 
prohibitive. No shipper who did not own all the oil which 
was passing through the lines would submit to so great a loss. 
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II. The fact that various kinds of crude have been carried 
for Standard Oil shippers with the large resulting losses shown 
is immaterial because of the unified ownership of all the 
Standard Oil properties, whereby all the crude carried, whether 
benefited or injured in transportation, is owned by the same 
interests. Hence, the loss sustained is merely a necessary in- 
cident of a single great business. 

III. Presumably independent shippers neither would nor 
could stand the loss resulting from the transportation of their 
high-grade oil with the low-grade oil of other shippers. 

1. The point will be best made clear by an illustration. 
Suppose an independent shipper should bring 75,000 barrels of 
high-grade Pennsylvania oil of 44° gravity to Morgantown and 
tender the same to be transported through the Southern Pipe 
Line to Millway or Centerbridge. At the moment of this 
tender, a batch of Western crude of 33° gravity belonging to 
another shipper is being pumped through the lines. The 
Pennsylvania grade crude of the independent shipper is pumped 
into the lines behind the "Western oil, and, later is followed by 
another batch of Western or other low gravity crude belong- 
ing to a third shipper. At Millway or Centerbridge, the 
first named shipper receives not exceeding 60,000 barrels 
of high gravity oil and 15,000 barrels or over of Western 
crude, worth to him, either to refine or to sell, at least 
83 cents per barrel less than the oil which he delivered 
at Morgantown, or say, $12,350. Meanwhile, his lost 
15,000 barrels of high-grade oil has gone to enrich the 
oil of the first and third shippers, but there is no 
way in which that oil can be traced or recovered. Nor could 
the carrier justly be held liable for any such loss. So that 
the independent shipper of 'the Pennsylvania grade oil would 
have to pocket the entire loss. It is obvious that such a loss 
would be ruinous on a large transaction. 

2. But on a small transaction, it would be proportionately 
as great In the instance suggested by counsel for petitioner 
in cross examining Mr. Towl (vol. 17, pp. 3617-18) where it 
was assumed that the independent oflered 5,200 barrels of 
high-grade oil to be transported with 70,000 barrels of high- 
grade oil belonging to a Standard Oil shipper, with the under- 
standing that the independent should take his percentage of 
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the mixture at the end, the conditions are the same on a small 
scale. That is to say, the batch of 75,000 barrels, composed 
partly of 70,000 barrels of Mr. Trainer's oil and 5,000 barrels 
of the independent shipper's, beinj? preceded and followed as 
before by low-grade oil belonging to other shippers, would be 
liable to lose 15,000 barrels, and would certainly lose a very 
large amount, in passing from Morgantown to Millway or 
Centerbridge. If the loss were 15,000 barrels on the whole 
batch, then the independent would lose 1,000 barrels out of his 
5,000, and must take 1,000 barrels of low-grade oil in its place. 
This exchange would cost him, at the price mentioned, 83 cents 
per barrel, or say $830. la other words, on a transaction in- 
volving the moving of oil worth $10,900, there would be a loss 
of $830, irrespective of the cost of transportation. Com- 
mercially, such a loss would be prohibitive. 

3. A number of producers from the Midcontinent field tes- 
tified to their belief that it was impossible to make pipe lines 
common carriers to a commercial extent, where oils of difi'er- 
ent gravities were to be transported ; their reason being sub- 
stantially that already given that the resulting mixture in 
the pipes would be to the damage of the shipper sending the 
higher .grade of oil (Barnes, vol. 16, pp. 2730-2734; 2735; 
2736 ; 2742 ; Geiser, vol. 16, p. 2848). 

IV. The difficulties arising from contamination and the 
great losses resulting therefrom in a system of the size and 
complexity of the lines of the Standard Oil companies cannot 
be remedied by the division of the lines. 

1. In regard to the partial divisions already existing in 
some of the pipe lines, the testimony is uniform that they are 
not permanent, and that, even where some division continues, 
the number of pipes in the sub -systems varies. Mr. Pilking- 
ton (vol. 20, pp. 338-9) testified, referring to the line from 
Preble to Adgate, that, while some pipes were used continu- 
ously for a certain period for pumping Illinois oil, they were 
not necessarily the same pipes and not the same number of 
pipes. Also, that the same was true of the Kansas oil. 
Again, he testified (vol. 20, p. 341), when examined by Mr. 
Kellogg : 

" Q. Then you do, in the transportation of Lima oil 
to the seaboard, do both, ways ; you run Lima-Indiana 
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oil and follow it with other oil, and you run it into 
separate pipe lines ? A. We run one grade in all lines, 
at times. 

Q. In other words, you do it all ways ? A. All 
ways. 

Q. That is, you follow one batch with another, and 
then you divide the lines into separate systems and use 
one for one kind and another for another ? A. As the 
conditions require, yes, sir." 

Again, to the same effect (vol. 20, pp. 342-3) he testified 
that, at the present time, three pipes were being used for 
Western oil and one for Lima oil from Western points to 
Unionville, and that, some time ago, two of the pipes were 
used on Lima oil and two on Western oil. 

2. Any attempt at such division would result in a great loss 
of capacity. Mr. Towl testified (vol. 20, p. 319) that, to divide 
the system from Cygnet, Ohio, to Unionville, New York, into 
three groups of pipes or three separate sub-systems, so that 
they could be operated separately, would cause a loss of capa- 
city of at least 5,000 barrels a day. That is, that 5,000 barrels 
less per day of crude oil could be delivered to the Standard 
Oil Company (New Jersey) at Unionville. HoW serious 
a reduction this would be, can be seen by referring to 
Defendant's Exhibit 269, showing the capacity of the 
refineries in 1906. Allowing three hundred days to the 
year, the capacity of the Long Island refineries is 
6,500 barrels per day; of the Pratt Works, Brooklyn, 
is about 5,263 barrels per day ; of the Sone & Fleming works 
is about 5,633 barrels per day. So that a loss of 5,000 
barrels of capacity at Unionville would mean substantially the 
loss of the daily capacity of one of the smaller refineries, 
or would in effect involve the closing of the refinery. In 
addition to the loss of 5,000 barrels a day of capacity, there 
would be a further very large loss resulting from the fact 
that, if the three sub-systems were permanently divided, one 
or more of them would be idle part of the time, because the 
supply of different kinds of crude comes in an irregular man- 
ner. So that, assuming the subdivision into three subsystems, 
there would not always be enough of each of the three different 
kinds of crude to occupy a sub-system constantly. So that, 
if they loere debarred from shi/tmg different kinds of crude 
to different pipes, there would le times when one oi the 
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othtr of ffie sub-systems would he idle; which would mean, 
as long as it lasted, that there would be a subtraction of ap- 
proximately one-third of the entire system (Towl, vol. 20, pp. 
320, 321). "' 

Mr. Towl also testified that, to divide the Southern Pipe 
Line system from Morgantown to Millway into three sub- 
systems, if it were physically possible, would result in a loss 
of daily capacity, as compared with two systems, of four thou- 
sand barrels a day (vol. 20, p. 328). 

3. Nor could the loss of capacity resulting from permanent 
subdivisions of the lines be remedied by additional construc- 
tion, except at great cost. Mr. Towl (vol. 20, p. 320) testified 
that new construction from Cygnet toUnionville, which would 
replace the capacity lost by a subdivision into three sub- 
systems, would cost from two to three million dollars ; and 
that to provide new construction over the Southern Pipe Line 
to make up for the loss of 4,000 barrels a day capacity result- 
ing from a division into three sub-systems, would cost about 
two million and a half dollars (vol. 20, p. 330). 

Mr. Towl explained, as one element in the great cost of 
such new construction, the equipping of pumping stations with 
new pumps and machinery. Every new pipe requires a new 
pomp, and each pump, with the necessary connections at a 
single pumping station costs from $25,000 to $30,000, in addi- 
tion to which an additional tank would cost $10,000 (vol. 20, 
p. 319). The record shows that these pumping stations occur 
at intervals of thirty to fifty miles throughout the entire 
length of the trunk line (Towl, vol. 17, p. 3599). 

4. It needs no argument to show that no common carrier 
is under the duty to undertake new construction at such a vast 
cost. To ask such a thing of a pipe line company would be 
tantamount to requiring a railroad company operating a 
single track road to double-track its road, contrary to its own 
judgment as to the revenue to be derived from the proposed 
outlay. 

5. It must be apparent from the foregoing discussion that 
the operation of trunk lines of the extent and complexity of 
those here considered, as common carrier lines, is commercially 
impracticable under the existing conditions and in view of the 
difference in chemical qualities and market value of the various 
crudes to be transported. 
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3BIGHTH : Testimony in rebuttal. 



The petitioner called in rebuttal Messrs. Tow! and Pilk- 
ington of the defendant companies, whose testimony has 
already been considered, and also the following : James B. 
Martin, Superintendent, and W. W. Tarbell, Treasurer and 
General Manager, of the United States Pipe Line, and C. C. 
Blackman, Supt. of the Port Arthur Eefinery. 

I. Mr. Martin and Mr. Tarbell testified concerning trans- 
portation over the same pipe line. The following facts appear 
from their testimony. 

1. The United States Pipe Line has two lines, consisting 
of a single pipe each, extending a distance of 382 miles ; 
one line used for transporting refined oil is 5 inches in 
diameter, the other used for transporting crude oil is 
4 inches in diameter through most of its length (Martin, 
vol. 20, pp. 285 and 294). Through the refined pipe line, 
two kinds of refined oil are carried, one known as Water 
White and the other as export oil. The difference in the 
gravity of these two oils is very slight, and hardly appreciable, 
and neither of them has any viscosity. In other words, there 
is no tendency of the refined oil passing through the pipe to 
stick to the side of the pipe. It practically runs through like 
water, leaving the interior of the pipe always clean, and there 
is no difference in this respect between Water White and ex- 
port oil rMartin, vol. 20, pp. 286, 294). It is significant that 
the Water White oil is forwarded through the refined oil pipe 
in batches of 30,000 to 40,000 barrels and seldom less (Tar- 
bell, vol. 20, p. 300). Mr. Tarbell refused to say to what ex- 
tent' the Water White and export grades of oil mixed in pass- 
ing through the line. His Company reserves the right to 
charge refiners for any deterioration. He would not say that 
there had not been any deterioration, but simply that his Com- 
pany had not made a charge for such. 

Through the crude pipe line the company transports two 
kinds of Pennsylvania grade crude, which are classed m the 
market as the same grade of oil, and have the same market 
value but differ by 3 degrees in gravity ; also the viscosity of 
the two kinds transported is the same ; that is, whatever 
tendency there may be in either of them to stick to 
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tlie side of tlie pipe or the particles of oil to stick to 
each other would be just the same in one as in the 
other (Martin, vol. 20, p. 295). Most of the crude oil 
carried througli this line is for one owner, the Pure Oil 
Company. Out of 60,000 barrels a montli, at least 55,000 are 
for that company, and 5,000 barrels are carried for the 
Columbia Pipe Line, which is the only other owner, except 
the Pure Oil Co., for whicb the company carries crude (Mar- 
tin, vol. 20, pp. 296-7). The line is pumping Pennsylvania 
grade oil of 44.5° most of the time, but once a month forwards 
5,000 barrels of gravity 41.5° for tbe Columbia Pipe Line Co. 
Mr. Tarbell added to the above that occasionally a batch of 
Pennsylvania grade oil from the Bradford field, having a grav- 
ity of about 41.5°, or about the same as that forwarded for the 
Columbia Pipe Line Co., was occasionally sent through the 
line in batches of from 5,000 to 8,000 barrels. 

2. It must be apparent that the testimony of Messrs. Mar- 
tin and Tarbell furnishes no argument in support of the gen- 
eral proposition that pipe lines should be common carriers. 

(a) As to their refined oil pipe, none of the elements are 
present testified to by witnesses who discussed the subject of 
contamination. That is, refined oil has no viscosity, the two 
kinds of refined have practically the same gravity, and the oil, 
as Mr. Martin said, runs through the pipe like water. More- 
over, the fact that there is but a single pipe eliminates the 
most serious cause of contamination, namely, that arising from 
transporting oil through parallel pipes in which the oil moves 
at different rates of speed and mixes at the junction points. 

(b) Nor does the testimony of Messrs. Martin and Tarbell 
as to crude transportation by their Company affect the situa- 
tion in the least. Counsel for the Government ingeniously 
tried to have it appear that the United States Pipe Line Co. 
was transporting different grades of crude. Such is not 
the case. As Mr. Martin testified, they were simply trans- 
porting two or three kinds of Pennsylvania oil, both of 
which are included generally in what is known as " Penn- 
sylvania grade," and are not classed in the market as 
difi'erent kinds of oil. They have the same market 
value and are practically the same grade of oil, 
with the same viscosity, and but a slight difference in gravity 
^Martin, vol. 20, p. 295). In other words, there are only such 
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differences in the different crudes so transported as exist be- 
tween different kinds of Pennsylvania grade crude transported 
by the defendants without any separation, and as to which the 
contamination is disregarded (See testimony of Pilkington, 
Vandergrift and Towl). 

(c) The problem presented to the defendant pipe line com- 
panies is to transport a number of widely different crudes 
from different fields, of different chemical properties, and of 
altogether different market values. Yandergrift disting- 
uishes six different kinds of such crudes, to wit, Pennsyl- 
vania, Kansas, Illinois, Cabell, Somerset and Corning, all of 
which have different chemical properties, widely different 
gravities, different viscosities, and, what is most important, 
different prices in the market. Tor example, there is a 
difference of 11° in the gravities of the average Pennsyl- 
vania grade, which is about 44°, and of Kansas or 
Illinois crude, which is about 33° ; so also the chemical 
properties of the two crudes are widely different, 
and the market value is so far different that, accord- 
ing to Mr. Tarbell, the Government's witness just quoted, 
the Pennsylvania crude costs him at his refinery $2.18 per 
barrel and the Kansas or Oklahoma crude only $1.35 per bar- 
rel. (Tarbell, vol. 20, p. 303.) Moreover, the crudes are used 
for different purposes. Mr. Tarbell testified (vol. 20, p. 303) 
that his company required Pennsylvania crude for making the 
better grades of "lubricating oil, and that these were among the 
most valuable products he turned out, and that it would be 
hard to be in the general oil business without them. 

3. Mr. Towl, called by the Government as its own witness 
on rebuttal, testified (vol. 20, pp. 325-6) that the transporta- 
tion of refined oil through such a pipe as was described by 
Messrs. Martin and Tarbell, under the conditions to which 
they testified, did not in any sense present the same problem 
as is presented in the transportation of crude oil, because the 
two kinds of refined oil had very nearly the same gravity and 
practically no viscosity ; that viscosity makes the oil stick and 
mix more and is one of the serious elements conducing to the 
mixture of crude oil ; also, that to transport through a single 
pipe two kinds of Pennsylvania crude, differing only three de- 
grees in gravity and of the same viscosity does not preseat the 
same problem which is daily presented to the Standard Oil pipe 
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line operators, in transporting various crudes through their 
complex system, nor does it throw any light upon the ques- 
tion at all. The problems are in no way comparable ; 
also that under the circumstances testified to by Messrs. 
Martin and Towl in regard to their crude pipe line, he 
would not expect very much mixture, except such as might 
be the result of accident (Towl, vol. 20, pp. 325-6). 

In view of the admissions made by Messrs. Martin and 
Tarbell, and of Mr. Towl's destructive criticism of their 
testimony, it is difficult to see how counsel for the petitioner 
could, with a straight face, argue that the testimony of the 
first-named gentleman has any bearing upon the issues 
raised here. 

II. The Government also called C. 0. Blackman, Super- 
intendent of the Port Arthur refinery. 

1. His testimony was entirely destroyed by the admission 
that he was testifying entirely from hearsay. On cross- 
examination he testified as follows (vol. 20, pp. 480-1) : 

" Q. What have you to do with the management of 
pipe lines ? A. Nothing at all. 

Q. Where do you derive your information then as 
to the amount of mixture or the absence of mixture be- 
tween the different grades of distillate that are sent 
through the line ? A. Well, it is just an opinion of 
mine ; it is not founded on any absolute facts. 

Q. I see ; it is what other people have told you, is 
it? A. Yes. * * * , _ 

Q. Do you take the gravities yourself ? A. No, sir. 

Q. And you have nothing whatsoever to do with the 
pipe lines ? A. No. 

Q. You do not take the gravity at the end where the 
oils are introduced into the pipe line ? A. No. 

Q. All the information vou get is from others ? 
A. Yes." 

The witness's testimony was duly objected to as being 
incompetent and hearsay. 

2. Irrespective of this objection, however, the witness tes- 
tified to transportation of crude oil from Oklahoma through a 
single pipe by the Texas Company. It is in evidence that 
this company transports all the crude received by it for trans- 
portation as one kind and grade of crude without attempting 
any separation for differences in gravity. Its regulation in its 
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tariff in this respect is as follows (Deft. Ex. 221, vol. 19, p. 
609): 

" 2. Crude petroleum will be received subject to the 
right and the consequences of mixing sneh and delivering 
such from common stocks only, the minimum gravity at 
any time of its reception for transportation to be 30 
degrees Beaume, the usual and proper methods of meas- 
urements to apply.' 

Obviously, crude transportation under such a regulation 
presents no evidence which is material here. 

3. Mr. Blackman (vol. 20, pp. 478-9) testified that his 
company transported through the same pipe crude oil and 
distillates of a high gravity by interposing between them sev- 
eral hundred barrels of water. 

Whether any such method be employed in fact in the line 
consisting of a single pipe testified to by Mr. Blackman, the 
method would obviously be useless in a system like that of the 
defendant pipe line companies, where numerous parallel pipes 
are used. Under such conditions, a buffer of water would 
have to be introduced in each pipe, just as Mr. Vandergrift 
testified was done with the mechanical separators ; then at the 
first junction point where one column of oil arrived sooner 
than another, the water buffer traveling in one pipe would 
inevitably mix completely with oil issuing from other pipes, 
so that thereafter not only would the buffer be lost, but most 
disastrous consequences would follow the mixture of the oil 
and the water. The suggestion is too puerile for serious con- 
sideration. 

III. The rebuttal testimony just recited— and there is no 
other— obviously forms no answer to the proofs of the defend- 
ants upon the subject of contamination, and as to the commer- 
cial impracticability of transporting different kinds of crude 
for different owners through trunk pipe lines of the length and 
complexity of those operated by the defendant companies and 
under the conditions imposed by the oil business. 
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SriHTH : The charge that the Standard Oil 
Companies have in the past sought to prevent 
competing pipe lines from doing business, and 
have hindered, obstructed and delayed the build- 
ing of competing pipe lines and have bought 
stoch in competing pipe lines for illegitimate pur- 
poses, is wholly un-warranted by the evidence. 

1. The payment of premiums : 

The Government seems to have substantially abandoned the 
charge that the defendants have paid exceptionally high prices 
for crude oil for the purpose of depriving competing pipe lines 
of their business. There is not the slightest evidence that the 
Standard Oil Company ever bought oil for any other 
purpose than to get the oil for its own use. No reason 
is suggested why the Standard Oil Companies in pur- 
chasing oil should not pay whatever amount they see fit 
that is necessary to obtain the oil they want to get. The 
charge of payment of premiums is in effect a charge 
that the Standard offering price in certain localities 
has been higher than in other localities. The proof 
of any such variation in the offering price is exceedingly 
meagre. Irwin testifies that his pipe line in Butler County 
in the early eighties started the practice of paying premiums 
on oil, i. e., paying the producer a little more than the current 
market price. Local competition vs^ith Standard Oil buyers at 
one time ran the premium up to 25 cents a barrel (Irwin, vol. 
6, p. 3021). No sinister motive on the part of the Standard 
Oil interests is to be detected here. 

The contract with the Tidewater Oil Company where- 
by the Standard Oil Companies undertake to sell oil to 
the Tidewater Companies, fixes as the price of the oil 
the current market price including any premium the oil de- 
livered may bear plus pipeage. Benson, called on behalf of 
the Goverment (vol. 1, p. 223) testifies that the Tidewater in 
the seventeen years between the time the contract was made 
and the date of his testimony had never been called upon to 
pay any premium. In explanation of the provision iu the 
contract, he says (id.) : 
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" It means the price over and above the Seep Agency 
price, or the general market price, as publicly quoted 
in certain districts. In certain districts the oil is sup- 
posed to be better and brings a higher price ; but so 
far as we are concerned, we have never had any of the 
premium oil." 

Todd, of the Cornplanter Oil Company (vol. 6, pp. 
3212-3, 3327) tells a story to the effect that Mr. O'Day, of 
the National Transit Company, threatened to put the Corn- 
planter Company's pipe Une out of business by means of pre- 
miums on crude oil, but according to Mr. Todd, the Corn- 
planter Company was in a position to disregard the threat and 
no attempt to carry it out was made. 

Lee (vol. 6, pp. 3193-4-5) testifies that the Franklin Pipe 
Line Company arbitrarily paid from $2.50 to $4.00 a barrel for 
oil in the Franklin field while the price in other parts of the 
field was only $1.25 per barrel. He says this condition con- 
tinued for ten years. There was no pipe line in the field other 
than the National Transit, and the Franklin, both Standard 
Lines, and Mr. Lee suggests no explanation for the difference 
in price, other than the inherent depravity of the Standard Oil 
Companies. The Franklin Pipe Line Company was buying a 
special oil from a very limited pool for the use of the Galena 
and Signal Companies in making their peculiar brands of 
lubricating oil. 

Mr. Emery is the only other witness for the Government 
to testify as to the payment of premiums. He built a pipe 
line into the Sartwell field near Bradford. In 1905 the 
Vacuum Oil Company came into the field and paid ten cents 
more a barrel than Emery was paying, and succeeded in ob- 
taining part of the output of the field. In the Limestone 
field near Bradford Emery built a line into a district where 
the National Transit or the Vacuum was operating. The 
Vacuum paid a premium of ten cents a barrel over the price 
offered by Emery, which was the Seep Agency price. Emery 
did not choose to meet the price and the Vacuum got much 
of the oil (Emery, vol. 6, pp. 2667-8). 

The Vacuum makes special kinds of lubricating oils, and 
is one of the very few Standard Companies that buy oil other- 
wise than through the Seep Agency. There is no suggestion 
in the record that the Vacuum paid the ten-cent premium 
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for any other reason than because it needed the oil in its 
business. The above is substantially all the evidence in the 
case as to the payment of premiums by the Standard Oil 
Company. 

2. The suggestion that the Standard Oil Companies have 
obstructed the building of opposition pipe lines is not sustained hy 
any evidence in the record. 

(«) The Columbia Conduit Company was prevented for a 
time from crossing the Pennsylvania Eailroad at the West 
Penn Junction (Emery, vol. 6, p. 2648). The line was built in 
1874. The Standard Oil Company was not a shipper over the 
Pennsylvania Eailroad until 1875 (Cassatt, vol. 20, p. 21). 
The pipe line was successful in crossing the right of way 
before it was purchased by the Standard Oil Company (Irwin, 
vol. 6, p. 3016). 

(5) The Equitable Pipe Line was built in 1878. Its arrange- 
ments with the railroads were broken and it was sold to the 
Tidewater Pipe Line at that time probably the strongest com- 
petitor of the Standard Oil Co. (Emery, vol. 6, pp. 2649-2650). 

(c) The Tidewater Pipe Line met with some opposition in 
securing its right of way (Warren, vol. 1, pp. 190-194). 
There is no evidence, however, in the record to connect the 
Standard Oil companies with the opposition to the construc- 
tion of the Tidewater line. 

{d) The United States Pipe Line had difficulty in crossing 
the right of way of the Erie Eailroad and the Pennsylvania 
Eailroad, and also found that rights of way and strips of land 
between it and its objective points were owned by parties who 
were unwilling to permit it to pass (Emery, vol. 6, pp. 2652-58). 
Emery testifies with great positiveness that the opposition to 
the construction of the United States Pipe Line was instigated 
by the Standard Oil companies. On cross examination, how- 
ever, he proved himself wholly unable to make good his 
general assertions (Emery, vol. 6, pp. 2774-7). The interest 
of the Erie and Pennsylvania Eailroads in preventing the 
construction of lines designed to divert traffic from their roads 
to other lines would seem sufficient to account for the opposi- 
tion to the construction of the United States Pipe Line. 
The railroads in opposing the construction of the line acted 
within their legal rights, the position of the Pennsylvania 
Eoad being upheld by the Courts of New Jersey 
(Emery, vol. 6, p. 2658). 
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3. There is no proof that pipe lines or stocks, or interests, in 
pipe line companies, have been purchased, except for legitimate 
business reasons. 

(a) A minority of the stock of the Tidewater Pipe Line, 
Ltd., was purchased in December, 1883, when the relations 
between the Tidewater companies and the Standard Oil 
Companies were perfectly amicable, and this stock has been 
held ever since solely as an investment (Pet. Ex. 257, vol. 7, 
p. 456 ; J. D. Archbold, vol. 17, p. p. 3326). 

(b) The minority stock of the United States Pipe Line, 
about one-third of the whole, was purchased in 1895 (Def. 
Ex. 271 vol. 19, p. 633). 

This stock has been held as an investment (J. D. 
Archbold, vol. 17, p. 3326). It cannot by any possi- 
bility give to the Standard Oil interests control of 
the Company, or any power to restrict its operations. 
The control of the United States Pipe Lines has long 
since passed into the hands of the Pure Oil Company, the 
stock of which Company, from its organization, has been held 
by a voting trust having no relations with the Standard (Tar- 
bell, vol. 1, p. 474 ; id., vol. 8, pp. 1436-7; J. D. Archbold, 
vol. 17, pp. 3327-8). The Standard Oil Company inter- 
ests have also purchased at one time or another stock 
in the Producers' Pipe Line and in the Producers' & Eefiners' 
Pipe Line, and now own a very small minority of the stock of 
each company (J. D. Archbold, vol. 17, pp. 3326-7 ; Def. Ex. 
271, vol. 19, p. 633). They are both absolutely controlled by the 
Pure Oil Company. The imputation of an improper purpose 
in these purchases is gratuitous ; and the same is true of cases 
like the Crescent Pipe Line where the entire line has been 
purchased. The Standard Oil Company has sufficient invest- 
ments held merely as such and has built enough pipe lines on 
its own account to obviate the necessity of any explanation of 
the fact that it has invested in competing pipe lines and occa- 
sionally bought pipe lines outright. 

The acquisition of the stock in the United States Pipe Line 
is associated by the Government with the purchase by the 
Standard Oil Company of certain refineries in the Oil Eegions 
and with their relations to Herr Poth of Mannheim, Germany. 
The whole matter, though not strictly pertinent to the present 
discussion, may be conveniently disposed of at this point. 
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Tlie United States Pipe Line reached the seaboard in 
1893 (Tarbell, vol. 1, p. 469). It had two pipes, one for re- 
fined oil and one for crude oil. It was controlled by interests 
independent of and hostile to the Standard Oil Company. 
Herr Poth was a dealer in oil, with headquarters at Mannheim, 
Germany. He had long been buying his supplies from the 
Deutsche-Amerieanische Petroleum Gesellschaft, the company 
which marketed the Standard Oil product in Germany. 

The Standard Oil interests were largely dependent upon 
him for a market for the distribution of petroleum products, 
in the district in which he dwelt. (J. D. Archbold, vol. 17, p. 
3629). The United States Pipe Line entered into some arrange- 
ment with Herr Poth, as a result of which he ceased to market 
the products of the Standard Oil companies and brought his 
supplies from the United States Pipe Line and the refineries 
associated with it. The Standard Oil companies sought to 
hold their German market, and during the ensuing period of 
severe competition the price of export oil was very much re- 
duced. A cause contributing to the decline in the price of 
export oil was the great increase in Eussian production. (J. D. 
Archbold, vol. 17, p. 3631). The stocks of Pennsylvania crude 
oil were declining (J. D. Archbold, vol. 17, p. 3631) so that the 
price of crude did not fall proportionately to the decline in 
export oil. In 1905 Herr Poth made an overture to the 
D. A. P. G. looking to a re-establishment of his relations with 
them, and this overture resulted in a trade which made him 
again the customer of the D. A. P. G. (J. D. Archbold, vol. 17, 
p. 3630). The refiners had sent Mr. Lee to the Standard 
Oil Co. apparently for the purpose of making some arrange- 
ment to terminate competition. The Standard Oil Co. de- 
clined to make any such arrangement (Lee, vol. 6, pp. 3168- 
3169). Two or three committees were appointed by the 
refiners to negotiate with the Standard Oil interests, but no 
arrangement was effected (Lee, vol. 6, pp. 3169-317i). Two 
or three refiners at Titusville then sold their refineries to the 
Standard Oil Co. They were consolidated with the Eclipse 
works of the Atlantic Eefining Co. at Franklin (J. D. Arch- 
bold, vol. 17, p. 3339). With their other assets the Standard 
acquired some of the stock of the United States Pipe Line Co. 
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CHAPTER V. 

Alleged Contracts in Restraint of Trade. 

In Chapter X. of the Petition, are set forth various trans- 
actions alleged to involve contracts in restraint of trade. The 
evidence concerning these transactions shows that they have 
no bearing on the charges made in the Petition. 

CaJ The first transaction, alleged to involve a contract in 
restraint of trade, is the participation by the Standard Oil in- 
interests in the Producers' movement of 1887 for the restric- 
tion of production (See Ex. 16, annexed to the Bill). The 
causes that stimulate every producer to bring to the surface 
all the oil he can get at without regard to market conditions 
have been stated in an earlier part of this brief (ante, pp. 91-3). 
The resulting tendency to overproduction has led to a num- 
ber of movements on the part of the producers by contract 
among themselves, to check the drilling of new wells (Emery, 
vol. 6, pp. 2746 et seq.). In 1887 the crude oil above ground 
in Pennsylvania amounted to over 35,000,000 barrels. 
(Emery, vol. 6, p. 2739). The production of the Pennsylvania 
fields was far beyond the demands of the market. The situ- 
ation resulted in another attempt by the producers, by an 
agreement among themselves, to stop the drilling of new wells. 
As to the participation by the Standard Oil companies in the 
agreement, Mr. Archbold says : 

" Q. Do you remember now, generally speaking, 
what that shut-in movement of 1887 was ; and if so, 
will you please tell us about it ? A. The producers felt 
that "the price of oil was at a nonprofi table figure, and 
they asked us to join in an efifort to enable them to so 
restrict their production for a period as to bring about 
a better condition of price, and we made the effort 
jointly with them, at their request, and its purpose was 
solely for the benefit of the producers of the oil and for 
the working class in the producing regions. It was so 
understood and so discussed — so stated at the time. 

Q. What caused it to fail ? A. The natural laws of 
trade caused it to fail. 

Q. The impossibility of — A. Of restraining the in- 
dividual producer in his operations." (Vol. 17, p. 3247). 
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The action of the Standard Oil Co. in the matter was ex- 
tremely generous. The contract, Exhibit 16 attached to the 
Bill, evidences a donation by the Standard Oil Co. of the 
profits on 2,000,000 barrels of its own oil to be distributed by 
the producers among those connected with the production who 
were affected by the shut-in movement. 

(b) The next transactions in which the Government dis- 
covers a disposition by contract with competitors to restrict 
their operations are the purchases by the Continental Oil Co. 
of all or the major part of the output of the United Oil Co. 
and the Florence Eefining Co., at Florence, Colo. There is 
nothing whatever about these transactions to render them 
subject to criticism. There is a small producing field near 
Florence from which these two companies draw their supplies 
of crude oil. The Continental Oil Co. has marketing stations 
in Montana, Wyoming, Colorado, New Mexico, Utah and Idaho 
(H. M. Tilford, vol. 2, p. 729). It gets its supplies of oil from 
Whiting, Ind., and Sugar Creek, Mo., and buys most of the 
balance from the refineries at Florence. (Tilford, id.) It has 
no contract with the owners of these refineries but simply 
buys oil from them to meet the requirements of its business. 
It has been buying from the United Oil Co. for eighteen or 
twenty years, and for a great many years from the Florence 
Eefining Co. {id. 730). The relations with the Colorado com- 
panies require no defense or explanation. 

(c) The contracts made by the Standard Oil Co. (Iowa) 
and the Pacific Coast Oil Co. with the California companies 
have no possible relation to interstate trade or commerce. 
If a disposition to put restrictions on the operations of com- 
petitors, could be inferred from them, the inferrence would 
necessarily be limited to the intra-state trade of California. 
No such disposition is to be inferred. In the contract with 
the Puente Oil Co., dated March 31, 1898, the Standard Oil 
Co. (Iowa) agrees to purchase all of the Water White refined 
petroleum and all of the 67 degree deodorized naphtha manu- 
factured by the Puente Oil Co. at its refinery at Chrino, near 
Los Angeles, and also all of the 58 degree deodorized naphtha 
that it could use in its Los Angeles business. The obligation 
of the Standard Oil Co. (Iowa) to take all of the Water White 
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and 67 degree naphtha produced at the Cheno refinery was 
limited to 600,000 gallons a year of the one and 360,000 gal- 
lons of the other. The Puente Co. bound itself not to deal 
in the products mentioned except those of its own manu- 
facture. The contract was for a period of two years. Mr. H. 
M. Tilford says in reference to this contract : 

" There was a certain trade we expected to supply 
down in that section, and we anticipated supplying 
them with this oil of theirs and eastern oil." (vol. 2, 
p. 736.) 

The other contracts in California are all subsequent to 
1899. 

The Bill alleges a contract of February 4, 1904, between 
the Pacific Coast Oil Co. and the Union Oil Co., whereby the 
Union Oil Co. agreed not to manufacture any illuminating oil, 
naphtha, benzine, gasoline or light distillate. (Bill, p. 106.) 
This allegation is denied in the answer. (Answer of Standard 
Oil Co. (New Jersey), p. 26.) It is proved that at one time 
there was a contract between the Union Oil Co. and the 
Pacific Coast Oil Co. ; that it commenced in 1904 or 1905 (H. 
M. Tilford, vol. 2, p. 735) ; and that under this contract the 
Pacific Coast Oil Co. bought crude oil and some refined oil or 
distillate from the Union Oil Co. (id., p. 736). The original 
contracts were destroyed in the fire at San Francisco. (Tilford, 
vol. 17, p. 3526.) The alleged copy of the contract offered in 
evidence on behalf of the Government, Petitioner's Exhibit 944 
(vol. 21, p. 101), has not been proved. (H. M. Tilford. vol. 17, 
pp. 3510, 3516-3517.) This alleged contract was for a period of 
two years. The Pacific Coast Oil Co. agreed to purchase from 
the Union Oil Co. 600,000 barrels of crude oil a year, it being 
provided, however, that the Union Oil Co. might deliver 
petroleum distillate not exceeding 10,000 barrels per 
month in lieu of crude oil. The Union Oil Co. was not ob- 
liged to deliver crude oil, except to the extent that such oil 
was produced from specified oil producing properties. During 
the term of the contract the Union Oil Co. was not to manu- 
facture or sell in the County of Contra Costa refined oil, naph- 
tha and the other lighter products of petroleum. 

The contracts with the Puente Oil Co. and the Union Oil Co. 
are the only contracts with California refining companies of which 
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there is any evidence in the record. It is not shown that there was 
any contract with the Union Oil Co. prior to the contract of 1904 
(H. M. Tilford, vol. 17, p. 3510) ; nor that the Union Oil Co. 
ceased making refined oil during the continuance of the con- 
tract (id. p. 3525). Since the expiration of the contract it has 
been making and selling refined oil (id.). The Puente Oil Co. 
since the expiration of the contract with it has been in active 
competition with the Standard Oil Co. (California) (H. M. 
Tilford, vol. 17, p. 3522). There were many refineries in Cali- 
fornia besides those of the Union Oil Co. and the Puente Oil 
Co. (H. M. Tilford, vol. 17, p. 3508). The Union Oil Co. itself 
had a refinery outside of Contra Costa County, at Bakersfield 
(H. M. Tilford, vol. 17, p. 3511). 

The Government cites contracts of the Pacific Coast Oil 
Co. with the Standard Oil Co. (California) for the purchase 
of crude oil as evidence of an intent to prevent other refiners 
from obtaining crude oil. The present production of crude 
oil in California is from 135,000 to 140,000 barrels per day. 
One-half of this crude oil is refinable, and of the refinable 
oil the Standard Oil Co. (California) takes about 25,000 bar- 
rels per day (H. M. Tilford, Vol. 17, p. 3518). The features 
of the crude oil contracts which are alleged to be restrictive 
are in fact proper and reasonable provisions for assuring to the 
purchaser a fulfillment by the seller of his contract. The 
contracts themselves were destroyed in the California fire (H. 
M. Tilford, Vol. 17, p. 3526). Mr. H. M. Tilford testifies to their 
purport and effect as follows : 

" Q. Mr. Tilford, on page 107 of the bill it is al- 
leged, among other things, that the Pacific Coast Oil 
Company entered into certain contracts with certain 
other California producers, by which contracts the pro- 
ducers agreed to sell exclusively to the Pacific Coast 
Oil Company and to limit their production — the exact 
persons and producers with whom such contracts have 
been made the petitioner being unable to state ; and 
the bill then avers specifically the making of certain 
contracts, particularly with the Pinal Oil Company, I 
think. Now, what was there ' to those con- 
tracts, so far as any imitation on production 
was concerned, if you remember that feature of those 
producing contracts ? A. While I do not remember the 
details of all the contracts, I know that there was a 
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stipulation in some of them that the contract provided 
for the furnishing of a specific amount of oil from a 
special piece of ground in a given period of time, and 
the producer was not to sell any oil produced on that 
special piece of ground to anyone else until he had 
stored above ground a suflSoient quantity to fulfill his 
contract with either the Pacific Coast Oil Company or 
the Standard Oil Company of California. 

Q. Did that same producer have other producing 
lands ? A. I understood that some of them did have 
other lands. 

Q. And what was the purpose of that sort of a lim- 
itation ? A. To make sure that if the oil was produced 
from that particular land we would get it according to 
our contracts, we having made other contracts with con- 
sumers of oil, and we needed it at the refinery, too. 

Q. That is, you made a contract for a specific mini- 
mum amount with the producer from a given piece of 
land, and in connection with the making of that con- 
tract and in order to insure its being carried out, you 
further provided for the storage of oil from that particu- 
ular piece of ground in order to enable the producer to 
fulfill fully the terms of that contract ? A. Storage 
up to the undelivered portion of the contract due the 8. 
O. Company. If they produced anything in addition to 
what was due the Pacific Coast Oil Company or the 
Standard Oil Company, they were at liberty to dispose 
of it wherever they saw fit." (Vol. 17, pp. 3525-3526.) 
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CHAPTER VI. 

Competitors. 

The Standard Oil Companies have at all times 
had competitors in all branches of the business, 
and new competitors have constantly appeared 
in the field. Collectively, their business has 
grown and is grow^ing faster than that of the 
Standard Oil Companies. Many of them are 
very prosperous. 

(1) Some men have always been willing to encounter the 
hazards incident to an oil business conducted on any but a 
very extensive scale ; and some have had sufficient capital and 
provided themselves with sufficient facilities to insure a certain 
degree of permanence. Oil refineries have sprung up in every 
field that has been discovered, and many have continued in 
operation long after the waning of the field has cut down the 
profits. Many refiners have constructed local systems of pipe 
lines by which they are enabled to gather oil over a consider- 
able area. A few, like the Tidewater, the Pure Oil Co., the 
Gulf Eefining Co. and the Texas Eefining Co., have extensive 
systems of gathering lines and trunk lines, by which they reach 
one or other of the great interior fields and bring the oil to sea- 
board Some of the refining companies have established a 
number of refineries at different points. A considerable num- 
ber have established their own marketing stations m this 
country, and a few have introduced their marketing system 

into foreign countries. ■, t, .1 

(2) Three refineries at Cleveland were not purchased by the 
Standard Oil Co., but continued in operation a long time. 
(Emery, vol. 6, p. 2625.) There have always been corBpetitive 
iefineries at Cleveland. (J. D. Eockefeller, vol. 16 p. 3139 ; 
Castle vol. 6, pp. 3061-3162 ; Teagle, vol. 3, p. 1467 ; Def. 
Ex.277, vol.19, p. 662.) The same is true of Pittsburg. 
(Eeighard, vol. 6, pp. 3131-3136 ; Irwm, vol. b p. 3015; 
TVnerv vol 6, p. 2642; WiHock, vol. 5, p. 2542; Def. 
^r277 vol 19, p. 662.) It is also true of Philadelphia 
fcassatt VOL 20 p 31 ; Emery, vol. 6, pp. 2642, 2797, 2800; 
£ Ex 277, J. 19, p. 662) On New York Harbor the 
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Edgewater Oil Co., owned by John Ellis & Co., is the oldest 
refinery in the T3mted States now in operation. (Emery, vol. 6, 
p. 2705 ; J. D. Archbold, vol. 17, p. 3446). The firm of Lombard, 
Stevens & Co., succeeded by Lombard & Ayres and then by 
the corporation of Lombard, Ayres & Co., have carried on a 
refinery business on New York Harbor continuously since 
1869. (Lombard, vol. 1, pp. 243-244, 261). There can be no 
question as to the fact that between 1874 and the Tidewater 
Agreements of 1883 (Exhibit 13 annexed to the Bill) Lombard 
& Ayres and Lombard, Ayres & Co. were active and aggressive 
competitors of the Standard Oil companies. (Lombard, vol. 1, 
p. 260). They were part of a group of independent refiners. 
(Lombard, vol. 1, p. 252). In 1878 or 1879 the members of the 
firm of Lombard & Ayres, and the other independent refiners 
organized The Ocean Oil Co., the Chester Oil Co., and Lombard, 
Ayres & Co., and constructed refineries at Bayonne and at 
Chester, Pennsylvania. (Lombard, vol. 1, p. 259). The Tide- 
water Pipe Co., with which they were associated, had already 
constructed its pipe line as far as Williamsport, on the way to 
seaboard. (Lombard, vol. 1, p. 258). In 1883 these three re- 
fining companies were apparently doing about one-eighth as 
much business as all of the Standard Oil companies were 
doing. (Exhibit 13 annexed to the Bill). 

If there was ever a time when there were no refineries in 
the oil regions aside from the Standard Oil Co., the period 
was very brief. Emery, Logan & Weaver, who began busi- 
ness in 1879, were exporters of the oil of independent refiners 
located both in Pittsburg and the oil regions. (Emery, vol. 6, 
p. 2642.) 

(3) Many of the independent refineries of today, besides 
the Eiverside and Tidewater refineries, have been in opera- 
tion a great many years. The present refinery of the Waverly 
Oil Works at Pittsburg was built in 1880. (Willock, vol. 5, 
p. 2542.) Miller's refinery at Allegheny, Pa., apparently dates 
from the early seventies. (Irwin, vol. 6, p. 3015.) The 
American Oil Works at Titusville have been in active operation 
for about twenty years. (Westgate, vol. 6, p. 2840.) The Corn- 
planter Works at Warren have been in operation over twenty 
years. (Todd, vol. 6, p. 3207.) The National Eefining Co. at 
Cleveland was in operation in 1885. (Castle, vol. 6, p. 3061.) 
The Crew-Levick Co. claims that its business was established 
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in 1862. (Wolff, vol. 20, pp. 106-107.) Their works at Ches- 
ter have been in operation a great many years. (Emery, vol. 
6, p. 2634.) Emery's refinery at Bradford dates from 1889. 
(Emery, vol. 6, p. 2651.) The Columbia Oil Company's works 
at Bayoone were built in 1889. 

(4) In 1895 a great many of the refineries still operated in 
competition with the Standard Oil interests were in active busi- 
ness, and their aggregate capacity was very large ; in the oil 
regions of Pennsylvania the Emery Manufacturing Co., the 
Germania Eefining Co., the Continental, the Crystal, the Inde- 
pendent, the Penn and the Empire, all of fair size (Emery, 
vol. 6, p. 2691) ; the Crew-Levick, the Cornplanter, the Cone- 
wango, the Canfield Oil Works, the Seneca Oil Works, the 
Emlenton Eefining Co., Titusville Oil Works, the American 
Oil Works, Tiona Oil Works, Levi Smith, the Glade Oil Works, 
and the Warren Eefining Co. ; at Pittsburg and in its vicinity 
the Waverly Oil Works, and Miller & Sons, the Island Petro- 
leum Co., West Pittsburg Eefining Co. and the Freedom Oil 
Works (Emery, vol. 6, pp. 2691, 2697-2704) ; at Philadelphia 
the Crew-Levick Co. ; on New York Harbor the Edgewater 
Oil Works, and the Columbia Oil Co., besides the Tidewater 
Works ; at Wellsville, New York, the Wellsville Eefining Co. ; 
in Ohio the Cleveland Eefining Co., the National Eefining Co. 
with refineries at Cleveland, Eindlay and Marietta, the Paragon 
at Toledo, the Sun Oil Co. and the Craig Oil Co. also at Toledo 
(Emerv, vol.' 6, pp. 2704-2709). 

(5)" Since 1895, the capacities of the outside refineries that 
were then in operation have increased on the average 25 per 
cent, (Emery, vol. 6, p. 2700). In 1896, the Standard Oil Com- 
panies sold to the refiners of Western Pennsylvania 302,000 
barrels of crude oil ; in 1903, 1,750,000 barrels (W. H. Tilford, 
vol 1 pp. 173-6). In the first half of 1907 they bought 
825,845 barrels of crude oil (W. H. Tilford, vol. 20, 
pp 457-8). The increase in the purchases of crude oil 
from the Standard companies was, of course, in great 
measure due to the decline of the Pennsylvania fields; 
but in part was due to the increase in capacity testified 
to by Mr Emery. In the last eight or ten years many 
substantial refineries have been built. Ellis & Co., the 
owners of the Eiverside Oil Works at New York, have con- 
structed under the name of the Valvoline Eefinmg Co., works 
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at Butler, Pennsylvania. (Emery, vol. 6, p. 2703.) The 
Pure Oil Co. lias built a large plant at Marcus Hook. (Emery, 
vol. 6, p. 2704) The Sunlight Oil Co. has established a great 
plant at Marcus Hook for obtaining fuel oil from Texas crude. 
(Payne, vol. 1, p. 355). There are today in Pennsylvania, New 
Tork, New Jersey and Ohio, fifty-five separate refining plants 
besides those owned by the Standard Oil companies and the 
Tidewater companies. Refineries have been erected in and 
near every oil field that has been discovered. In Kansas and 
Oklahoma there are today twenty-five refineries not connected 
with the Standard Oil Co. (Def. Ex. 277, vol. 19, p. 662.) 
Already in and near the Southern Illinois field there are four 
refineries, (id.). The fields in Kentucky and the little fields 
in Colorado and Wyoming have led to the establishment of 
refineries for the utilization of their output, (id.). Thirteen 
refineries are in operation in Texas besides the Security Oil 
Co. and the Corsicana ; and three in Louisiana, (id.). The 
three great plants of the Texas Oil Co. and the Gulf Eefining 
Co. at Port Arthur are among the largest in the United States. 
(Emery, vol. 6, pp. 2710-2711.) There have been refining 
plants in California making illuminating oil of an inferior 
grade for many years. The great increase in the production 
of California crude has occurred since 1900, and there are 
now in California twenty-two plants besides that of the Standard 
Oil Co. for the utilization of the crude. (Def. Ex. 277, vol. 19, 
p. 662.) 

(6) Many of the independent refiners have profited by the 
experience of the Standard Oil Co. and adopted on a smaller and 
less efi'ective scale some of the distinctive features of its policy. 
Several have sought at once to simplify the problem of ob- 
taining crude oil, and the problem of distributing their pro- 
ducts by building or purchasing refineries at different points 
drawing their supplies from different fields and adapted to 
supply different markets at a minimum cost of transportation. 
The National Eefining Co. has plants at Marcus Hook, Penn- 
sylvania, Marietta, Cleveland and Findlay, Ohio, and at Coffey- 
ville, Kansas ; the Crew-Levick has refineries at Marcus Hook, 
and at Warren, and at Struthers, Pennsylvania ; Ellis & Co. 
have refineries on New York Harbor and at Butler, Pennsyl- 
vania ; the Cornplanter Refining Co. has established a refinery 
in the Illinois field (Def. Ex. 277, vol. 19, p. 662). Most of the 
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stronger refining companies have established their own gather- 
ing systems ; e. g., in Pennsylvania John Ellis & Co., the Corn- 
planter Refining Co., Crew-Levick & Co. (Muir Oil Co.), the 
Emery Manufacturing Co. ; in Ohio the Paragon Refining Co., 
the Sun Line Oil Co., the National Refining Co. (Payne, vol. 
1, pp. 369-370 : Emery, vol. 6, p. 2769 : Todd, vol. 6, p. 3211). 
Several own or control, or are associated with, systems of 
trunk lines that reach from the Seaboard into one or other of 
the interior oil fields where they are connected with extensive 
systems of gathering lines. Of these the most notable are 
the Pure Oil Co. and the group of refiners associated with it. 
The Pure Oil Co. is a very striking instance of the successful 
development of a great business competing directly with the 
Standard Oil Companies, in the localities where they have 
been longest established, and in departments of trade in which 
they have taken peculiar interest. An account of the develop- 
ment and present scope of its business will be given in a sub- 
sequent paragraph. The Gulf Refining Co. and the Texas 
Refining Co. have not been content to rely on the Texas fields 
in the neighborhood of Port Arthur, where their refineries are 
located. Each of them has a trunk line to Port Arthur from 
the mid-continent fields, and systems of gathering lines which 
will insure them a supply of crude oil as long as the 
Oklahoma and Kansas fields continue to produce. These two 
companies are examples of enterprises undertaken with a fair 
appreciation of the character of the business, and the need of 
abundant capital and great expenditures to insure its success. 
(Emery, vol. 6, pp. 2710-2711 ; Litchfield, vol. 16, pp. 2668- 
2659, 2682-2683). 

Independent refiners had begun to establish marketing sta- 
tions of their own at least as early as 1885. In 1885 Holdship 
& Irwin had marketing stations at Davenport, at Joilet and at 
Memphis, and shipped a great deal of oil to Chicago. (Irwin, 
vol. 6, p. 3022). The companies now in operation have mar- 
keting stations wherever they seek local trade, and many have 
subsidiary marketing companies : e. g., the Corn planter Refin- 
ing Co. has stations as far West as St. Paul, where it has been 
established for fifteen or sixteen years (Todd, vol. 6, pp. 3213, 
3227). It owned a subsidiary marketing company in New 
England (Todd, vol. 6, p. 3228). It has stock in a Canadian 
marketing and refining company with headquarters at Toronto, 
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which has absorbed other marketing companies owned by the 
Cornplanter doing business over a great part of Canada. It 
has local marketing companies at Scranton, Pa., and atEaston, 
Pa. (Todd, vol. 6, p. 3233). The National Refining Co. 
does its local marketing business at Cleveland through the 
Atlas Oil Co. and the Globe Oil Co. ; the Columbia Eefining Co. 
through the Commercial Oil Co. and the Studley Eefining Co. 
(Squire, vol. 13, p. 1669). In Ohio forty different refiners com- 
pete for the marketing business with the Standard Oil com- 
panies, and fifteen of them maintain tank stations for the dis- 
tribution of oil in bulk. (Del Ex. 103, vol. 18, p. 270). The 
Crew-Levick Co. claims to have tank wagon stations for the 
distribution of illuminating oil in Philadelphia, New York, 
Brooklyn, Jersey City, Baltimore, Chicago, Chester, Camden, 
West Chester, Pa., Mt. Holly, N. J., Warren, Pa., Newark, N. 
J. ; Lancaster, Pa., Trenton, N. J., Dover, Del., Eeading, Pa., 
Downington, Pa., and Wilmington, Del. (Wolff, vol. 20, p. 108) 
The Pure Oil Co. has one of the most important of the market- 
ing systems competing with the Standard Oil companies. It 
will be described in connection with the description of that 
Company. In that part of the Brief in which the charges of 
unfair competition are treated, many instances will be met of 
local marketing stations operated by or for various of the in- 
dependent refiners. 

The Company that has gone furthest in adopting the sys- 
tem of the Standard Oil Co. in the export trade is the Pure 
Oil Co. Many refiners are associated with the Pure Oil Co, 
and employ it as their marketing agency abroad. The Corn- 
planter has engaged extensively in the marketing business in 
Canada (supra) ; the Crew-Levick Co. claims to have branch 
offices at Liverpool, London, Paris, Lyons, Hamburg, Calcutta, 
Tokio, Yokohama and Kobe (Wolff, vol. 20, p. 108). It un- 
doubtedly does an extensive export trade. Nearly one-fifth of 
the output of the Tidewater Oil Co. is sold for export to South 
America, Africa and the West Indies (Benson, vol. 1, p. 219), 
in direct competition with the exports of the Standard Oil Co. 
The Texas Oil Co. and the Gulf Refining Co. are exporters 
(W. H. Tilford, vol. 1, p. 184). The Union Petroleum Co., of 
Philadelphia, is also a purchaser of oil for export (Todd, vol 
6, p. 3211). Even the small Waverly Oil Works at Pittsburg 
does some direct export business (Willook, vol. 5, p. 2635). 
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The independent refiners have gone into the lubricating 
business extensively and their products are sold everywhere 
in competition with those of the Standard. John W. Duling, 
salesman of the Standard Oil Co. in Virginia (vol. 13, pp. 1312- 
1314), names the following competitors of the Standard Oil 
Co. engaged in selling lubricating oils in the southern field : 
W. C. Eobinson's Sons Co., of Baltimore ; the Crown Oil and 
Wax Works of Baltimore ; the Bed " C " Oil Co. of Baltimore ; 
the Union Petroleum Co. of Philadelphia ; the Gulf Eefining 
Co. of Philadelphia ; the Valvolene Oil Co. (or Leonard & 
Ellis) of Philadelphia; the Commercial Oil Co. of Cleveland; 
the Lincoln Oil Co. of Cleveland ; the Havemeyer Oil Co. of 
New York ; Harwood Bros, of Eichmond, Ya. ; Fairfax Eefin- 
ing Co. of Cleveland ; the Wolverine Oil Co. of Cincinnati ; 
the Independent Oil Co. of Mansfield, Ohio ; the Pioneer Oil 
Co. of Cleveland ; Bolton Oil Co. of Cleveland ; and the Em- 
pire Oil Co. of Cleveland ; J. E. Farrar, a salesman of the 
Standard Oil Co. in North Carolina (vol. 13, p. 1445), names 
as competitors of the Standard Oil Co. engaged in the sale of 
lubricating oils, the following : Leonard & Ellis of Philadel- 
phia ; A. W. Harris & Co. of Providence, E. I. ; W. C. Eobin- 
son & Son of Baltimore ; Harwood Bros, of Eichmond ; North 
Carolina Oil Co. of High Point ; The Valley Lard Oil Co. of 
Cleveland ; Studley Eefining Co. of Cleveland ; the Crown Oil 
Co. ; and L. C. Carran Co. E. P. Fair, salesman of the Stand- 
ard Oil Co., Greenville, S. C. (vol. 13, p. 1402), names as com- 
petitors of the Standard Oil Co. engaged in the sale of lubri- 
cating oil, the following : The Petroleum Oil Co. of Anderson, 
S. C. (p. 1403) ; and the Johns Hopkins Oil Co. of Baltimore. 

(7) The facilities for the transportation of shipments of 
competitors of the Standard are ample. The Standard Oil 
Companies own 10211 tank-cars for the transportation of oil 
in bulk. The tank-ears not owned by the Standard Companies 
number 10594. (Def. Ex. 108, vol. 18, p. 274). 

(8) The competitors of the Standard in fact ship and sell 
oil in every part of the United States in competition with the 
Standard Oil Companies. The reports from the marketing 
stations of the Standard Oil Companies, which are made one 
of the great features of the Government's case, show that in 
every district in the Country where the Standard sells, their 
agents find that oil is being purchased from their com- 
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petitors. The Waverly Oil Works may be cited as an instance 
of a small refinery that does not find itself restricted in dis- 
posing of its products. Mr. Willock testifies that it sells 
practically all over the Country, wherever it can find a market. 
(Willock, vol. 5, p. 2535). 

(9) The competitors of the Standard Oil Co. in the aggre- 
gate have not only held their own trade and obtained their 
full proportion of increase in the total volume of trade, but 
they have increased and are increasing their proportion of the 
whole. Between 1897 and 1906, the sales of illuminating oil 
in the major marketing divisions of the United States, Canada 
and the West Indies, in competition with the oils of the Stan- 
dard Oil Companies, have increased from 11.1 percent to 15.2 
percent ; competitive sales of naphtha have increased from 8.8 
percent to 13.9 percent. Between 1900 and 1906 the exports 
of illuminating oil by the Standard Oil Companies have de- 
creased from 90.8 percent to 86.3 percent. (Pet. Ex. 388, 389, 
377, vol. 8, pp. 918, 919, 904). 

(10) The competitors who have continued to face and have 
survived the hazards of the business have been very success- 
ful. The success of the Pure Oil Co. is the most notable 
particular instance j but all the instances of which there is 
any record in the case show that the refining of petroleum, 
where chances have been favorable, has generally yielded the 
large profits naturally to be expected in view of its hazardous 
character. The total investment of the Waverly Oil Co. was 
carried on the books in 1895 at $175,646.63. In July, 
1902, the book value was over $425,000, and in 1905 over $717,- 
000. (Willock, vol. 5, p. 2545). The original investment in the 
American Oil Works in 1888 was $10,000. The present capi- 
tal is $450,000. (Todd, vol. 6, p. 3221). The Emery Manufac- 
turing Co. started in 1889 purchasing a little refinery for 
$5,000. The value of its refining plant is now from $350,000. 
to $400,000., and the investment in gathering lines is about 
$200,000. (Emery, vol. 6, pp. 2769-2770). In the first year the 
business was $15,000. or $20,000. It is now from $30,000. to 
$50,000. a month, {id.). The new Kansas refineries are 
successful (Litchfield, vol. 16, p. 2681). The Indian Eefin- 
ery in Kentucky is, in the words of Mr. Emery, " after the 
Standard " (Emery, vol. 6, p. 2711). All the evidence indi- 
cates that apart from the hazards peculiar to it, the business 
is a very prosperous one. 
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(11) The Pure Oil Co. affords the most striking instance 
of the activity of the Standard's competitors. About 1887 a 
secret association was formed among the producers in the 
Pennsylvania oil fields, one of the objects of which was to 
limit the production of crude oil. The shut-down movement 
was of short duration, but the association continued active for 
a number of years. In 1891 some of the men who had been 
connected with this association organized the Producers' Oil 
Co. Ltd. This Company had a capital of $600,000. and built 
a pipe line from the McDonald field to Coraopolis, on the 
Ohio Eiver, southwest of Pittsburg. This was a gathering 
system, Coraopolis being only about sis miles from the Mc- 
Donald field. The Company had some tank-cars and tanks at 
Coraopolis, and did a small amount of business in fuel oil. The 
Producers' & Eefiners' Oil Co. was organized in 1892, with a 
capital of $250,000., part of which was taken by the Producers 
Oil Co. and the balance by refiners at Oil City and Titusville. 
It constructed a pipe line 92 miles long, from Coraopolis to 
Titusville, leased the plant of the Producers' Oil Co. and con- 
structed a gathering system in the Butler field north of Pitts- 
burg. (Tarbell, vol. 3, pp. 1430-1432.) The system was com- 
pleted in 1893 and delivered oil to nine refineries at Oil City 
and Titusville that were interested in it. The same interests, 
and others, had organized the United States Pipe Line in 
1892. One of the stockholders was the Producers' Oil Co. 
Lewis Emery, Jr., and others interested in the Columbia Oil 
Co. at Bayonne, N. J., were also among the stockholders. The 
United States Pipe Line constructed first a pipe line for re- 
fined oil, from Oil City to Wilkesbarre, and a crude oil line 
from Bradford to the same point. The crude oil fields in Elk 
County were reached by a line from Bradford. The lines to 
Wilkesbarre were 250 or 300 miles long, and at Wilkesbarre 
connected with the Jersey Central. The lines were completed 
in 1893. The Columbia Oil Co., at Bayonne, was supplied with 
crude oil by the pipe line and the Jersey Central. This Com- 
pany also provided oil terminals and handled the refined oil of 
the oil region refiners sent forward through the refined oil pipe. 
{id. 1434.) The United States Pipe Line group in 1892 or 
1893 succeeded in inducing Herr Poth, a large dealer in oil in 
Germany, to take iheir oil instead of purchasing his supplies 
from the Standard Oil Companies, as he had theretofore done. 
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This at once gave them a foothold in Germany and made a 
serious inroad in the Standard Export Trade (J. D. Archbold, 
vol. 17, pp. 3629-3630.) Herr Poth finally returned to the 
Standard Companies but the foothold gained in the German 
trade has never been lost. 

The Pure Oil Co. was organized in 1895 by the same inter- 
ests that had organized the other companies. Its authorized 
capital was at first one million dollars. The controlling 
interest in its stock from the time of its organization 
until the present time has been held by a voting 
trust in the interest of the original United States Pipe Line 
group. Until 1900 it was exclusively a marketing company. 
In 1896 it established marketing stations in New York and 
Philadelphia and stations in Europe. It handled the export 
oil and at least part of the domestic oil of the Columbia Oil 
Company, and the oil region refiners who took their crude oil 
from the United States Pipe Line. In 1905 its capital stock 
was increased to $10,000,000. and it acquired most of the 
stock of the Producers' Oil Co. and the Producers' & Kefiners' 
Oil Co., and 52 per cent, of the stock of the United States 
Pipe Line, practically issuing its own stock in exchange 
therefor. (Tarbell, vol. 3, pp. 1435-1438). In 1901 and 1902 
the refined and the crude oil lines of the United States Pipe 
Line were extended to Marcus Hook, at the mouth of the 
Delaware. For a number of years they had terminated at 
Ereemansburg, on the Jersey Central, and the oil had gone 
forward by rail to Bayonne. (id. 1435). In 1903 the Pure Oil 
Co. began the erection of a refinery at Marcus Hook, which 
was completed in 1904 or 1905, and has since been a large 
refining as well as a marketing company, (id. 1438). It has 
itself constructed an extensive gathering system in West Vir- 
ginia, connecting at Coraopolis with the lines of the Pro- 
ducers' & Eefiners' Oil Co., Ltd. This line has been extended 
into the fields of Southeastern Ohio, and is leased to and op- 
erated by the Producers' & Eefiners' Oil Co. (id. 1438-1439). 
A trunk line directly to Marcus Hook, from the fields where 
the gathering lines are located, has just been constructed by 
the Pure Oil Pipe Co., organized by the Pure Oil Co. to 
obtain the power of eminent domain, and owned entirely by 
the Pure Oil Co. (id. 1439). The Pure Oil Co. directly 
owns producing properties both in the eastern fields and 
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in Illinois. It also owns 60 per cent, of the Pure Oil 
Producing Co., which operates in the eastern fields and 
has organized a Pure Oil Operating Co. to operate 
in Illinois ; it also owns the stock of the Quaker Producing Co. 
in the Mid-continent field. It is looking forward to extend- 
ing its pipe line system to the western fields (id. 1440-1441). 
It owns through the Penn-Oil Steamship Co. a tank steamer 
used for transporting oil m bulk to Europe, and constantly 
engaged in that service. It has tank stations and tanks for re- 
ceiving and distributing oil at Hamburg, Rotterdam, Amster- 
dam, Mannheim, Eiesa, Stettin, Dusseldorf, Lubeck, and many 
smaller places in Germany and Holland. It has barges on the 
Elbe and twenty or twenty-one for use on the canals of Hol- 
land. It distributes also extensively by tank-cars. It sells 
its products also extensively in Belgium and Switzerland. It has 
contracts in Prance, England and the Scandinavian Countries 
under which it supplies oil to dealers in those Countries, 
through whom the oil is marketed (id. 1442-1443). 

The foreign marketing business has steadily grown since 
the organization of the Company (i<f.). In the United States 
the Pure Oil Co. has marketing stations in Brooklyn, Harlem 
and Yonkers, and distributes oil throughout New York City \ also 
at Wilmington, Bethlehem, Wilkesbarre, Newark, at Jackson- 
ville, Mobile and Pensacola. It distributes from these points, 
and makes tank-car shipments to Baltimore and New England, 
and also to other points (id. 1444). It makes lubricating oils 
which it sells extensively through jobbers {id. 1445). The 
Emery Manufacturing Co., of Bradford, the Penn Eefining 
Co. and the Independent Eefining Co. of Oil City, are repre- 
sented on the voting trust that controls the Pure Oil Co. (id. 
1446). These refineries and also the Empire Oil Works, the 
Crystal Oil Works, the Continental Eefining Co., the Germania 
Eefining Co., The American Oil Works and the Titusville Oil 
Works, all originally took stock in the enterprises that are 
now the Pure Oil Co., and have been associated in the devel- 
opment of the business from the beginning. They take their 
crude oil from the Pure Oil Co. Pipe Lines, and it handles all 
of their export oil (id. 1447). The Pure Oil Co. and the asso- 
ciated refineries are applying on quite an extensive scale some 
of the principles essential to permanent prosperity in the 
petroleum business. 
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(12) In foreign countries the Standard Oil companies meet 
with competition from the oils of Eussia, Eoumania, Galicia, 
Sumatra, Burmah and other countries. A partial list of the 
corporations and firms, exclusive of those engaged in business 
in the United States competing with the Standard Oil com- 
panies in the markets of the world, shows a total of over 400. 
The capital of 147 of these organizations amounts in the aggre- 
gate to two hundred and seventy-five million dollars (J. D. 
Archbold, vol. 17, p. 3286 : Def. Ex. 275, vol. 19, pp. 654-659). 



